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SACRAMENTO, CALI FORNI A; THURSDAY, JULY 24, 1997
9:30 A M

CHAI RMAN PENNI NGTON:  MORNI NG AND WEL COVE
TO THE SECOND DAY OF THE JULY MEETI NG OF THE
CALI FORNI A | NTEGRATED WASTE MANAGEMENT BOARD.
WOULD THE SECRETARY PLEASE CALL THE ROLL.

BOARD SECRETARY: BOARD MEMBER CHESBRO.
FRAZEE.

BOARD MEMBER FRAZEE: HERE.

BOARD SECRETARY: GOTCH.

BOARD MEMBER GOTCH: HERE.

BOARD SECRETARY: JONES.

BOARD MEMBER JONES: HERE.

BOARD SECRETARY: RELI S.

BOARD MEMBER RELI S: HERE.

BOARD SECRETARY: CHAI RMAN PENNI NGTON.

CHAI RMAN PENNI NGTON: HERE. QUORUM | S
PRESENT.

FOR THE BOARD S OFFI Cl AL RECORD, |

WANT TO ASK ANYBODY WHO W SHES TO SPEAK, AND |
ALREADY HAVE SEVEN PEOPLE, |F YOU W SH TO SPEAK

THI' S MATTER, PLEASE FILL OUT A SPEAKER SLIP I N

REAR OF THE -- THAT ARE ON THE TABLE I N THE REAR



25 OF THE ROOM AND GET IT TO Ms. KELLY.
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ALSO, | F ANY OF THE PEOPLE - -
W TNESSES OR ANYBODY SPEAKI NG, | F YOU HAVE ANY
WRI TTEN MATERI AL THAT YOU WANT TO BE MADE A PART
OF THE RECORD, WE'D LI KE TO MAKE SURE YOU G VE A
COPY TO Ms. KELLY SO THAT THE COURT REPORTER CAN
MAKE SURE THAT IT'S I NCLUDED I N THE REPORT -- I N
THE RECORD.

ALSO, JUST TO LET YOU KNOW VWHAT THE
PROCEDURE |I'S GO NG TO BE ON THE HEARI NG ON THE
FAST BACK VARI ANCE HEARI NG, THE STAFF W LL MAKE AN
| NTRODUCTI ON AND THEI R PRESENTATI ON TO THE PANEL.
WE WLL THEN ASK THE PETI TI ONER TO ADDRESS THE
PANEL, FOLLOWED BY PUBLI C TESTI MONY, AND THEN THE
PETI TI ONER W LL HAVE AN OPPORTUNI TY TO REBUT
ANYTHI NG THEY W SH TO REBUT.

ALSO, THE BOARD HAS RECEI VED THREE
LETTERS RELATI NG TO THE PETI TI ON FOR VARI ANCE TO
BE ENTERED | NTO THE BOARD S RECORD OF TODAY' S
HEARI NG. COPlI ES HAVE BEEN Gl VEN TO ALL BOARD
MEMBERS AS VWELL AS THE PETI TIONER. THE LETTERS
ARE A LETTER DATED JULY 7, 1997, FROM NANCY VOS
REPRESENTI NG POLY- AMERI CA OF GRAND PRAI RI E, TEXAS;
A LETTER DATED JULY 14, 1997, FROM GARY S.

KERLAGON PRESI DENT AND CEO, NORTHERN AMERI CAN
PLASTI C CORPORATI ON, AURORA, |LLINO S; AND THE
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1 THI RD LETTER IS A LETTER DATED JULY 22, 1997,
FROM

2 KI'M KRAMER, ENVI RONMENTAL MANAGER OF TENNECO

3 PACKAGI NG, DEERFI ELD, [|LLINO S.

4 NOW ALL OF THOSE WHO - -

5 MR. LI'VINGSTON: MR CHAI RMAN, WOULD I T
6 BE APPROPRI ATE TO | NTERPOSE AN OBJECTI ON AT THI' S
7 TIME TO THOSE LETTERS BEI NG MADE PART OF THE

8 RECORD? THE BASIS FOR My OBJECTION | S THAT THE
9 REGULATI ONS CALL FOR THE EVI DENCE THAT' S
PRESENTED

10 TO THE BOARD TO BE SWORN, PRESENTED UNDER PENALTY
11 OF PERJURY, AND THESE LETTERS, OF COURSE, DO NOT
12 HAVE THOSE SAFEGUARDS. SO AT LEAST FOR THE
RECORD

13 "D LIKE TO OBJECT TO THOSE BEI NG MADE PART OF
THE

14 RECORD.

15 CHAI RMAN PENNI NGTON:  DOES COUNSEL HAVE
16 ANY COMMENT TO THAT?

17 MS. BORZELLERI: WE DETERM NED THAT THE
18 BOARD CAN TAKE THAT | NFORMATI ON OR NOT TAKE THAT
19 | NFORMATI ON, BUT WE DI D WANT TO GO AHEAD AND

20 | NCLUDE THEM I N THE RECORD. CERTAINLY | HOPE
THAT

21 THE PEOPLE WHO HAVE SUBM TTED LETTERS WOULD BE



22 HERE TO SUPPORT THEM TO G VE MORE WEI GHT TO THEI R

23 EVI DENCE, BUT WE DI D NOT WANT TO EXCLUDE THEM
FROM

24 THE RECORD AT THI S TI ME.

25 CHAI RMAN PENNI NGTON: ONE OF THEM |
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1 THINK, IS HERE. MS. VOS | S HERE, | BELIEVE. THE
2 OTHER TWO | DON T BELIEVE -- | DON'T KNOW | S

3 THERE ANYBODY HERE FROM NORTH AMERI CA PLASTI CS

4 CORPORATI ON?

5 M5. VOS: NO. THEY REQUESTED THAT I
READ

6 THEI R LETTER, THOUGH. | HAVE A LETTER REQUESTI NG
7 THAT.

8 CHAI RMAN PENNI NGTON:  OKAY. AND WHAT

9 ABOUT KI M KRAMER FROM TENNECO PACKAG NG? OKAY.
10 WELL, WHAT'S THE BOARD S PLEASURE? DO YOU WANT
TO

11 MAKE THESE LETTERS PART OF THE RECORD?

12 BOARD MEMBER CHESBRO. REGARDLESS OF
VWHAT

13 THE LEGAL PROCEDURE 1S, WE'RE A BOARD I N ORDER TO
14 ACCEPT PUBLI C I NPUT. AND CERTAINLY THERE'S AN
15 OPPORTUNI TY TO CHALLENGE THE VERACI TY ON ANY
OTHER

16 PARTY' S PART, BUT | THI NK WE CAN' T REFUSE TO
ALLOW

17 SOVEBODY TO G VE WRI TTEN | NFORMATI ON OR

TESTI MONY,

18 HOWEVER ACCURATE OR | NACCURATE I'T MAY TURN OUT TO
19 BE.

20 BOARD MEMBER RELI'S: | WOULD AGREE W TH



21 THAT.

22 CHAI RMAN PENNI NGTON:  OKAY. | T SEEMS AS
23 THOUGH THE BOARD WOULD LI KE TO MAKE I T A PART OF
24 THE PUBLI C RECORD. THE CHAIR W LL RULE THAT
THESE

25 THREE LETTERS CAN BE OFFERED AS PART OF THE

PUBLI C
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RECORD.
(WHEREUPON EXHI BI T 1 WAS MARKED FOR
| DENTI FI CATI ON. )

CHAI RMAN PENNI NGTON: BEFORE WE GET
STARTED, WE'D LI KE TO HAVE ALL OF THE PEOPLE WHO
| NTEND TO ADDRESS THE BOARD TO STAND AND BE SWORN
I N BY THE COURT REPORTER

BOARD MEMBER CHESBRO: MR. CHAI RVAN, |
JUST WANT TO MAKE SURE THE RECORD REFLECTS THE
FACT THAT | CAME IN. | GUESS YOQU CALLED THE ROLL
BEFORE | CAME. SO |'M HERE.

CHAI RMAN PENNI NGTON: DO | NEED TO CALL
EVERYBODY BY NAME, OR DO YOU ALL KNOWWHO S GO NG
TO TESTI FY? WELL, LET ME JUST GO THROUGH THE
NAMES AND THEY CAN SAY | F THEY' RE HERE:

GENE LI VI NGSTON, GARY RUTLEDGE, JERRY SM TH, JOHN
VI BOCH, STEVEN PI CKELMAN, NANCY VOS, AND W LLI AM
O GRADY.

ALL PROSPECTI VE W TNESSES,
HAVI NG BEEN FI RST DULY SWORN BY THE CERTI FI ED
COURT REPORTER, TESTIFI ED AS FOLLOWS:

MR. LI'VI NGSTON: MR CHAI RMAN, WOULD I T
BE APPROPRI ATE TO READ THOSE NAMES AGAI N SO THAT
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1 THE COURT REPORTER CAN GET THOSE | N THE

2 TRANSCRI PT?

3 CHAI RMAN PENNI NGTON:  CERTAI NLY. WE' LL
4 CALL THEM UP, AND |'LL REPEAT THEI R NAMES WHEN W\E
5 CALL THEM UP. | S THAT SUFFI CI ENT FOR THE COURT
6 REPORTER, OR DO YOU NEED THEM FOR YOUR SWVEARI NG

7 I N?

8 THE REPORTER: THEY' LL BE PART OF THE

9 | NDEX AS HAVI NG BEEN SWORN.
10 CHAI RMAN PENNI NGTON: OKAY. PUBLI C
11 HEARI NG ON AND CONSI DERATI ON OF | RONCLAD' S
12 PETI TI ON FOR VARI ANCE FROM THE RECYCLED CONTENT
13 TRASH BAG PROGRAM REQUI REMENTS FOR HEAT- AFFI XED
14 STRAPPED BAGS. MS. TRGOVCI CH.
15 MS. TRGOVCI CH: GOOD MORNI NG, MR
16 CHAl RVAN AND MEMBERS. THE STAFF PRESENTATION THI S
17 MORNI NG W LL BE VERY BRI EF I N ORDER THAT WE CAN
18 GET ON W TH THE PRESENTATI ON OF THE EVI DENCE BY
19 THE PETI TIONER. TH S MORNI NG JERRY HART OF THE
20 WASTE PREVENTI ON AND MARKET DEVELOPMENT DI VI SI ON
21 W LL BE PROVI DI NG A BRI EF BACKGROUND I N ORDER TO
22 PROVI DE CONTEXT, ONE, FOR THE STATUTORY AUTHORI TY
23 BEHI ND THE PETI TI ON FOR VARI ANCE AND THE

EXEMPTI ON

24

THAT PRECEDED I T, AS WELL AS SETTI NG THE CONTEXT



25 AROUND THE REGULATI ONS THAT WERE SUBSEQUENTLY
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ADOPTED BY THE BOARD.

THOSE REGULATI ONS ARE BEI NG USED AS
THE BASI S FOR, ONE, THE STAFF | TEM THAT WAS
PREPARED | N PREPARATI ON FOR TODAY' S HEARI NG AND,
TWO, ARE BEI NG USED AS THE BASI S FOR THE BOARD S
DECI SI ON TODAY. W TH THAT, |'D LIKE TO TURN THE
PRESENTATI ON OVER TO JERRY.

CHAI RMAN PENNI NGTON: MR, HART.
MR, HART: THANK YOU, CAREN. GOOD

MORNI NG, MEMBERS. MY NAME IS JERRY HART. |'VE
BEEN THE LEAD STAFF ON THE RECYCLED- CONTENT TRASH
BAG PROGRAM AND |'M GO NG TO G VE A BRI EF
CHRONOLOGY OF HOW WE GOT FROM THERE TO HERE.

THE ORI G NAL TRASH BAG PROGRAM WAS
PASSED BY STATUTE I N 1990, REQUI RI NG THE FI RST
CERTI FI CATION I N 1994. THAT ORI G NAL VERSI ON OF
THE STATUTE HAD THE 10- PERCENT CONTENT REQUI REMENT
I N 1993 AND 1994, AND THAT WAS RATCHETED UP TO 30
PERCENT CONTENT I N 1995.

SUBSEQUENT VERSI ONS OF THE LAW HAVE
REDUCED THE CONTENT IN '96 AND THEN BACK UP I N
'97, BUT THE ORIG NAL VERSION OF THE BILL IN 19 --
THE LAWIN 1990 HAS THI S | NCREASED CONTENT TO ' 95.

THE MOST RECENT EDI TI ON OF THE LAW CAME FROM
REVI SIONS I'N 1995 WTH ASSEMBLY BI LL 1851. THAT



10
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1 VERSI ON OF THE STATUTE | NCLUDED THE EXEMPTI ON FOR
2 HEAT- AFFI XED STRAP BAGS FOR 1996.

3 THE STATUTE ALSO HAD THE PROCESS BY
4 WH CH ANY COVPANY THAT RECEI VED THAT EXEMPTI ON FOR
5 1996 MAY COVE TO THE BOARD PRIOR TO 1-1-97 TO

6 PETI TI ON FOR A VARI ANCE VWHI CH WOULD EXTEND THE

7 EXEMPTI ON FOR UP TO TWO YEARS. THAT ADDI TI ONAL

8 SECTI ON OF THE STATUTE, 42298 OF THE PUBLIC

9 RESOURCES CODE, SUNSET AS OF 1-1-97.

10 THE SUCCESSOR, 42298, SPELLED OUT
11 THE PROCESS FOR THE PETI TI ON, THE PUBLI C HEAR NG
12 HOW THE BOARD WAS TO LOOK AT THE EVI DENCE, AND

13 COVE TO A DECI SI ON ON THE VARI ANCE.
THAT' S THE

14 SECTI ON 42298 THAT WE' RE FOLLOW NG AND
ADHERI NG TO

15 TODAY.

16 SEPTEMBER 9TH OF ' 96,

STAFF BROUGHT

17 THE LI ST OF EVI DENCE AND CRI TERI A BEFORE
THE

18 MARKET DEVELOPMENT COWM TTEE TO ADOPT
THOSE

19 PROVI SI ONS FOR USE TO HAVE THE PUBLI C
HEARI NG AND

20 HEAR A PETI TI ON REQUEST. THE STAFF



RECOMVENDATI ON

21 WAS TO APPROVE THE LI ST OF EVI DENCE AND
CRI TERI A

22 SO THAT WE COULD MOVE FORWARD W TH THE

PUBLI C

23 HEARI NG ON THE PETI TI ON, AS WELL AS TO

24 SI MULTANEOUSLY MOVE FORWARD W TH

ADOPTI ON OF THOSE

25 LI STS I NTO EXI STI NG TRASH BAG

REGULATI ONS.

11
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1 SEPTEMBER 10TH WE FI LED A
2 PUBLI CATI ON OF NOTI CE W TH THE OFFI CE OF
3 ADM NI STRATI VE LAW TO BEG N THAT RULEMAKI NG
4 PROCESS.
5 AT THE SEPTEMBER 25, '96, BOARD
6 | TEM THE CONSENT CALENDAR | TEM WAS TAKEN OFF THE
7 CONSENT AND A DECI SI ON WAS MADE TO GO AHEAD W TH
8 | RONCLAD S REQUEST THAT WE ONLY DO A RULEMAKI NG
TO
9 | NCLUDE THE LI ST OF EVI DENCE AND CRI TERI A I N
THE
10 EXI STI NG REGULATI ONS AND NOT MOVE FORWARD W TH
THE
11 APPROVAL OF THE LI ST SO THAT WE' D HAVE A POLI CY
TO
12 FOLLOW TO MOVE AHEAD AGAIN W TH THE PETI TI ON
13 PROCESS.
14 NOVEMBER 20TH, AFTER SEVERAL
PUBLI C
15 COMMENT PERI ODS ON THE REGULATI ONS, WE HAD THE
16 BOARD | TEM ON CONFI DENTI ALI TY OF | NFORVATI ON
THAT
17 COULD BE PRESENTED DURI NG THI S PUBLI C HEARI NG.
18 THE | SSUE WAS RAI SED, BECAUSE OF THE STATUTE

W TH



19
20
21

22

23

24
25

THE GUI DELI NES ON THE PUBLI C HEARI NG, THAT ALL
| NFORMATI ON MUST BE ENTERED | NTO THE PUBLI C
RECORD. THE | SSUE OF CONFI DENTI AL | NFORMATI ON

BROUGHT FORWARD, AND THE BOARD MADE A DECI SI ON

WHAT | NFORVATI ON COULD AND COULD NOT BE USED | N

THEI R DETERM NATI ON ON THE PETI TI ON.
THE VERY NEXT DAY, NOVEMBER 21ST,

12
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HAD A LETTER FROM GENE LI VI NGSTON REGARDI NG
COVPLI ANCE W TH THE 1997 CALENDAR YEAR SI NCE WE
WERE GETTI NG FURTHER AND FURTHER | NTO THE YEAR,
THAT WE WERE SUPPOSED TO HAVE THI S PUBLI C HEARI NG
AND HAVE A DECI SI ON MADE ON THE VARI ANCE. MR
LI VI NGSTON SOUGHT SOME GUI DANCE ON HOW COVPLI ANCE
WOULD BE VI EVED FOR THE ' 97 CALENDAR.

VERY NEXT DAY, NOVEMBER 22D, WE HAD
A RESPONSE FROM OUR LEGAL DEPARTMENT TO THAT
LETTER LAYI NG OQUT THE FACT THAT THE CERTI FI CATI ONS
FOR THE CALENDAR YEARS DON' T -- AREN T RECElI VED BY
THE BOARD UNTI L MARCH OF THE FOLLOW NG YEAR. FOR
| NSTANCE, THE ' 97 CERTI FI CATI ONS ARE DUE TO THE
BOARD BY MARCH 1ST OF '98. SO, THEREFORE, WE
REALLY CAN' T MAKE ANY DETERM NATI ON ON COWVPLI ANCE
FOR ' 97 UNTIL WE SEE THOSE CERTI FI CATI ONS.

AT THE JANUARY 22D BOARD MEETI NG,
THE BOARD ADOPTED THE EVI DENCE AND THE CRI TERI A
| NTO THE REGULATI ONS. THOSE WERE -- THE
REGULATI ONS -- REGULATORY RULE FILE WAS SUBM TTED
TO OAL ON APRIL 4TH. ON MAY 16TH WE HAD APPROVAL
BY THE OFFI CE OF ADM NI STRATI VE LAW ON THE RULE
FI'LE, AND THOSE REGULATI ONS BECAME EFFECTI VE ON

THAT DATE.
MAY 22D STAFF SUBM TTED TO | RONCLAD



13
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A LETTER REQUESTI NG THE EVI DENCE TO BE RECEI VED BY
JUNE 12TH.  ON JUNE 23D THE EVI DENCE FROM | RONCLAD
WAS RECEI VED BY STAFF, AND WE BEGAN THE ANALYSI S
OF THAT | NFORMATI ON.

AT THE MAY 28TH BOARD MEETI NG, THE
BOARD MEMBERS ASKED FOR A COVPLETE AGENDA | TEM
| NCLUDI NG ANALYSI S OF THE EVI DENCE SUBM TTED BY
| RONCLAD, AT LEAST TEN DAYS PRI OR TO THE PUBLI C
HEARI NG. ON JULY 9TH STAFF MET THE DEADLI NE,
PROVI DED THE | TEMS TO THE BOARD MEMBERS, MAI LED
THE | TEM TO | NTERESTED PARTI ES, AND THAT KI ND OF
SET THE STAGE FOR TODAY' S PUBLI C HEARI NG.

BECAUSE WE HOPE THAT THE MEMBERS

ADEQUATE TI ME TO REVI EW THE ANALYSI S CONTAI NED I N
THE | TEM WE HOPE THAT | RONCLAD AND THEI R
REPRESENTATI VES AND THE PUBLI C HAD PLENTY OF TI ME
TO REVI EW THAT | NFORVMATI ON AS WELL, WE DON T SEE
THE NEED TO REVI EW OUR | NTERPRETATI ON, OUR
ANALYSI S OF THAT EVI DENCE. SO AT THAT, |'D LIKE
TO CONCLUDE OUR STAFF PRESENTATI ON.

CHAI RMAN PENNI NGTON:  ANY QUESTI ONS OF
MR. HART? BEING NONE, |'LL CALL MR GENE
LI VINGSTON, MR GARY RUTLEDGE, AND MR. JERRY

SM TH.
MR. LI VINGSTON: THANK YOU, MR



CHAI RMAN,

14
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MEMBERS. HOWMWE' D LIKE TO PROCEED IS |'D LIKE TO
MAKE SOVE BRI EF OPENI NG COMVENTS, AND THEN WE' LL
HAVE MR, RUTLEDGE PROCEED W TH | NFORMATI ON ABOUT
THE BACKGROUND ON THE DEVELOPMENT OF THE STRAP AND
THE EQUI PMENT THAT MANUFACTURES THAT AND THE
TECHNOLOGI CAL | SSUES THAT ARE I NVOLVED IN THI' S
MATTER, AND THEN MR. SM TH W LL TESTI FY ABOUT
| RONCLAD AND ABOUT | TS PLANS FOR THE FUTURE AND
HOW I T | NTENDS TO BE ABLE TO MEET THE 30- PERCENT
POSTCONSUMER RECYCLED- CONTENT REQUI REMENTS | N
FUTURE YEARS.

| RONCLAD IS HERE TODAY ASKI NG YOU
FOR A VARI ANCE FROM THOSE M NI MUM CONTENT
REQUI REMENTS FOR A PORTI ON OF THE TRASH BAGS THAT
| T MANUFACTURES, ALBEIT A SI GNI FI CANT PORTI ON.
| T"S HERE BECAUSE | T CANNOT, BECAUSE OF
TECHNOLOG CAL LIM TATI ONS, ATTACH A STRAP TO TRASH
BAGS THAT CONTAI N POSTCONSUMER RECYCLED MATERI AL.
| TS HERE ALSO BECAUSE, W THOUT BEI NG ABLE TO SELL
THESE STRAP TRASH BAGS FREE OF POSTCONSUMER
RECYCLED MATERI AL, |IT HAS NO ABILITY TO MAI NTAI N
| TS ECONOM C VI ABI LI TY, HAS NO ABI LI TY TO MAI NTAI N
| TS CALI FORNI A FACI LI TY, NO ABILITY TO MAI NTAI N

THE EMPLOYMENT OF THOSE PEOPLE WHO WORK | N THAT
FACI LI TY, AND THE COVPANY IS I N DI RE FI NANCI AL -



15
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1 WOULD BE I N DI RE FI NANCI AL STRAI TS.
2 NOW | KNOW THAT SOMVE OF YOU HAVE
3 UNDOUBTEDLY HEARD PREDI CTI ONS OF DI RE
CONSEQUENCES
4 I N THE PAST, AND PERHAPS SOME OF YOU HAVE BECOVE
5 NUMB TO THOSE NOTI ONS THAT GOVERNMENTAL ACTI ON
6 ACTUALLY PUTS BUSI NESSES OUT OF BUSI NESS. |'VE
7 BEEN REPRESENTI NG CLI ENTS BEFORE GOVERNMENTAL
8 AGENCI ES, THE LEG SLATURE, AND CHALLENG NG SOVE
OF
9 THOSE DECI SI ONS | N COURT NOW FOR 17 YEARS. AND
10 I T"S MY UNFORTUNATE EXPERI ENCE TO HAVE SEEN
11 GOVERNMENTAL ACTI ON ELI M NATE BUSI NESSES,
12 ELI M NATE JOBS, REMOVE PRODUCTS AND SERVI CES
FROM
13 THE STATE OF CALIFORNIA. AND IF | DI D NOT
BELI EVE
14 FERVENTLY THAT THAT WAS THE SI TUATI ON W TH
15 | RONCLAD, | WOULDN T BE MAKI NG THOSE STATEMENTS
TO
16 YOU TODAY. SO THIS IS A VERY | MPORTANT
VARI ANCE,
17 A VERY | MPORTANT HEARI NG FOR | RONCLAD.
18 WHO | S | RONCLAD? MWELL, IT'S A
19 SMALL, CALI FORNI A BASED, PRI VATELY HELD

20 CORPORATI ON. | T MANUFACTURES TRASH BAGS.



THAT' S

21 I T. |'T DOESN' T PRODUCE ANYTHI NG ELSE. THAT' S
I TS

22 ECONOM C BASE.

23 I T RECOGNI ZED MORE THAN A DECADE
24 AGO, I'N 1985, THAT I'T WAS GO NG TO HAVE TROUBLE
I N

25 THE FUTURE COMPETI NG W TH THE G ANTS, THE GLADS

16
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AND THE HEFTYS, IN THE | NDUSTRY UNLESS | T DI D
SOVETHI NG UNI QUE, UNLESS | T CAME UP WTH A TRASH
BAG THAT HAD A SPECI AL BENEFI T TO CONSUMERS.

SO I N 1985, ABOUT 12 YEARS AGO,
THERE WAS A MEETI NG | N CH CAGO THAT GARY RUTLEDGE
ATTENDED. AND THE | DEA WAS WHAT CAN WE DO TO
DI STI NGUI SH | RONCLAD' S TRASH BAGS FROM | TS
COWPETI TORS? AND WHAT YOU W LL HEAR FROM GARY
RUTLEDGE W LL BE THE DEVELOPMENT OF THE GENERAL
CONCEPT, THE SPECI FI C CONCEPT, AND THEN I N TI ME
THE TESTI NG, AND THEN EVEN THE DEVELOPMENT OF THE
EQUI PMENT TO MANUFACTURE THE STRAP TRASH BAG, AS
WELL AS THE FACT THAT WE HAD 22 ENG NEERS AND
OTHER RESEARCH AND DEVELOPMENT PERSONNEL WORKI NG
I N DALLAS, TEXAS, TRYING TO FI GURE OUT HOW TO MAKE
THI S WORK AT A COST OF OVER $10 M LLI ON.

THE STRAP | S OBVI OUSLY | RONCLAD S
MARKETI NG NI CHE. I T'S WHAT DI STI NGUI SHES | TS BAGS
FROM THE OTHER TRASH BAGS ON THE MARKET. AND I N
RECENT YEARS THAT STRAP HAS BEEN SUCCESSFUL FOR
| RONCLAD. | T'S NOT A THREAT TODAY TO GLAD AND
HEFTY. RECENT PUBLI CATI ON | NDI CATES THAT | RONCLAD
NATI ONW DE HAS LESS THAN 1 PERCENT OF THE TRASH

BAG MARKET. | N CALI FORNI A THAT TRANSLATES TO
SOVETHI NG BETWEEN 2 AND 4 PERCENT. NOT A BIG
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1 SHARE ADM TTEDLY, BUT IT'S AN | MPORTANT BUSI NESS,
2 AND I T'S | MPORTANT TO MAI NTAI N THAT BUSI NESS HERE
3 I N CALI FORNI A.

4 THE STRAP WAS THE THI NG THAT 1S

5 KEEPI NG | RONCLAD GO NG, AND I T HELD GREAT PROM SE
6 REALLY UNTIL THE M NI MUM CONTENT REQUI REMENT

7 STARTED | MPACTI NG | RONCLAD AND THE STRAP BAG.  AND
8 THAT HAPPENED WHEN THE M NI MUM CONTENT WVEENT FROM
9 10 PERCENT TO 30 PERCENT AND WHEN THE REGULATED
10 BAGS DROPPED FROM 1 ML TO .75 ML, ALSO BECAUSE
11 OF SOVE MARKETI NG BREAKTHROUGHS THAT | RONCLAD

12 ACHI EVED THAT BECAME EFFECTI VE I N 1996.

13 NOW AT THE SAME TI ME THAT | RONCLAD
14 WAS PURSUI NG VWAYS OF | NCORPORATI NG POSTCONSUMER
15 RECYCLED MATERI AL I N ITS TRASH BAGS, | T ALSO

16 RECOGNI ZED THAT COME 1996, | T WAS NOT GO NG TO BE
17 ABLE TO COWPLY WTH THE M NI MUM CONTENT REQUI RE-
18 MENTS BECAUSE OF | TS PROPORTI ON OF SALES OF STRAP
19 TRASH BAGS VI S-A-VIS I TS OTHER NONSTRAP REGULATED
20 TRASH BAGS. SO | T WENT TO THE LEG SLATURE AND

21 BASI CALLY LAI D OUJT, ADM TTEDLY I N MJUCH LESS

DETAI L

22 THAN WE' RE PRESENTI NG TO YOU HERE TODAY, THE

23 TECHNOLOGY AND THE LI M TATI ONS OF THAT
TECHNOLOGY

24

THAT PREVENT | T FROM BEI NG ABLE TO ATTACH A



STRAP
25 TO TRASH BAGS CONTAI NI NG POSTCONSUMER
RECYCLED

18



Please note: These transcripts are not individually reviewed and approved for

accuracy.

© 00 N oo o A~ w N P

N N N N B R R R R R R R R
W N R O © 00 N o U1~ W N R O

NN
[SaRF >N

CONTENT.

AND AS MR. HART | NDI CATED, THE
LEG SLATURE PASSED A LAW THAT PROVI DED AN
EXEMPTI ON TO | RONCLAD I N 1996 FROM HAVI NG TO
COVWPLY WTH THE M NI MUM CONTENT REQUI REMENTS.
THAT STATUTE ALSO PROVI DED THAT THI S BOARD WOULD
SET UP A VARI ANCE PROCESS, THAT | RONCLAD COULD
APPLY FOR A VARI ANCE AND PRESENT EVI DENCE ABOUT
THE TECHNOLOG CAL CONSI DERATI ONS THAT EI THER
PREVENT OR ENABLE I T TO ATTACH THE STRAP. AND
UNFORTUNATELY OUR EVI DENCE TODAY W LL DEMONSTRATE
TO YOU VWHY WE ARE STILL UNABLE TO ATTACH A STRAP
TO TRASH BAGS CONTAI NI NG POSTCONSUMER RECYCLED
MATERI AL.

| ALSO WANT YOU TO BE AWARE THAT, AS
MR. HART SAI D, WE APPLIED FOR THI S VARI ANCE | N MAY
OF 1996 I N HOPES THAT BY THE END OF 1996 WE WOULD
HAVE OUR VARI ANCE | N PLACE. HERE WE ARE I N JULY,
AND I T'S NOT MY I NTENT TO TRY TO CHARACTERI ZE WHY
WE' RE HERE I N JULY, BUT | WANT YOU TO BE AWARE
THAT | RONCLAD HAD TO CONTI NUE W TH | TS BUSI NESS.

I T HAS A $10 M LLI ON LOAN TO FUND
THE DEVELOPMENT OF THAT EQUI PMENT THAT I T HAS AN

OBLI GATI ON TO REPAY. | T EXTENDED A LEASE AT ITS
CALI FORNI A FACI LI TY TO PRODUCE THE STRAP TRASH
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BAGS, AND I T HAS ENTERED | NTO CONTRACTS W TH
CUSTOMERS TO SELL THE STRAP TRASH BAGS THROUGH
1998. AND | DON' T WANT YOU TO THI NK THAT WE WERE
BEI NG PRESUMPTUOUS, BUT WE COULD NOT SI MPLY CLOSE
DOMN OUR OPERATI ON AND WAIT FOR THI S BOARD TO TAKE
SOVE ACTI ON ON THE VARI ANCE APPLI CATI ON. WE HAD
TO CONTI NUE, AND OBVI QUSLY WE CONTI NUED W TH THE
EXPECTATI ON THAT THE VARI ANCE WOULD BE GRANTED.

VWHAT |'D LIKE TO DO, MR CHAI RVAN,
AT THIS TIME, IF | MGHT, IS WE HAVE SUBM TTED
THREE DECLARATI ONS TO THE STAFF AND ATTACHED TO
THOSE DECLARATI ONS WERE A NUMBER OF EXHIBITS. [|'D
LI KE TO MAKE THOSE PART OF THE RECORD AT THI S TI ME
AS VELL.

CHAI RMAN PENNI NGTON:  OKAY.

(WHEREUPON EXHI BI TS 2, 3, AND 4 WERE

MARKED FOR | DENTI FI CATI ON.)
MR. LI VINGSTON: THE DECLARATI ONS AND THE

TESTI MONY THAT YOU W LL HEAR TODAY, AS THE STAFF
| NDI CATED, THEY FOLLOW -- I N THEI R ANALYSIS W LL
FOLLOW THE REGULATI ONS THAT YOU ADOPTED I N SETTI NG
OUT THE KI NDS OF EVI DENCE THAT WE SHOULD PRESENT.
THE FI RST EVI DENCE, OF COURSE, WAS THAT WE SHOULD

DEMONSTRATE THAT WE MANUFACTURED ADHESI VE
HEAT- AFFI XED STRAP TRASH BAGS PRI OR TO JANUARY 1,
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1995.

AND THE REASON FOR THAT IS THAT ONLY
THE PEOPLE WHO WERE ENTI TLED TO EXEMPTI ON I N 1996
HAVE THE ABILITY TO APPLY FOR A VARI ANCE. AND TO
BE ELI G BLE FOR THE EXEMPTION I N 1996, A COVPANY
HAD TO HAVE MANUFACTURED THOSE KI NDS OF STRAP
TRASH BAGS PRI OR TO JANUARY 1, 1995. SO YOUR
REGULATI ONS CALL FOR US TO ESTABLI SH THAT, I N
FACT, WE DI D MANUFACTURE THOSE BAGS PRI OR TO
JANUARY 1, 1995.

AND | N THE DECLARATI ONS, AND YQU
W LL HEAR I N THE TESTI MONY, THAT BEG NNI NG I N
AUGUST OF 1989, WE MANUFACTURED HEAT- AFFI XED STRAP
TRASH BAGS, THAT WE DEVELOPED THE TECHNOLOGY FOR
THE ADHESI VE BACK I N 1993. WE APPLIED FOR A
PATENT FOR THAT ADHESI VE BACK | N JANUARY OF 1994.
WE THEN MANUFACTURED ADHESI VE HEAT- AFFI XED STRAP
TRASH BAGS BEG NNI NG | N FEBRUARY 1994, CONDUCTED
SOVE CONSUMER SURVEYS, GOT' RESPONSES BACK FROM
CONSUMERS ABOUT THOSE, AND THEN ALSO MANUFACTURED
THOSE THROUGHOUT 1994.

VWHAT | WOULD LI KE TO ALSO OFFER AT
THI'S TI ME AS AN ADDI TI ONAL EXHI BI T WOULD BE FOUR

RESPONSES FROM CONSUMERS SETTI NG OUT THEI R
REACTI ON TO THE ADHESI VE HEAT- AFFI XED STRAP TRASH
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BAGS TO FURTHER DOCUMENT THAT WE MANUFACTURED
THOSE PRI OR TO JANUARY 1, 1995.
AND | -- WE ALSO THEN PI CKED A DATE

OF DECEMBER 20, 1994. |IT IS A PRODUCTI ON LOG THAT
| NDI CATES WHAT KI NDS OF TRASH BAGS WE MANUFACTURED
ON THAT PARTI CULAR DAY ON VWHI CH LI NE AND SO ON.
AND THE STRAP TRASH BAGS ARE SET OUT HERE | N CODE
WTH THE I NI TI ALS SL, AND THE WEI GHT OF THOSE BAGS
ARE SET OUT AS WELL. |'D LIKE, MR CHAI RMAN, TO
OFFER THESE DOCUMENTS AS EXHI BI TS AND MAKE | T PART
OF THE RECORD AS WELL.

CHAI RMAN PENNI NGTON:  FI NE.  THANK YOU.

(WHEREUPON EXHI BI TS 5 AND 6 WERE

MARKED FOR | DENTI FI CATI ON.)

MR. LI VI NGSTON: THE SECOND REGULATI ON
PERTAI NIl NG TO THE EVI DENCE ASKS FOR THE PERCENTAGE
OF THE TOTAL REGULATED TRASH BAGS REPRESENTED BY
THE TRASH BAGS FOR WHI CH A VARI ANCE | S SOUGHT.
AND AS YOU W LL RECALL, WE HAD EXTENSI VE
DI SCUSSI ONS ABOUT PROPRI ETARY | NFORMATION. AND
THE REGULATI ONS RECOGNI ZE THE DI FFI CULTY OF
PRESENTI NG MARKETI NG | NFORMATI ON I N FRONT OF
COWPETI TORS; AND AS YOU NOTI CE, WE HAVE A FEW

TODAY. AND THE REGULATI ONS PROVI DED THAT WE



CouLD
25 | NSTEAD PROVI DE OTHER KI NDS OF | NFORMATI ON THAT
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WOULD G VE YOU AN | NDI CATI ON AND ALLOW YOQU TO
ASSESS THE EVI DENCE | N THE SAME WAY AS | F WE HAD
BEEN ABLE TO PROVI DE THE EVI DENCE THAT IS
PROPRI ETARY.

WHAT |'D LIKE TO SAY AT THE OUTSET
'S THAT I N 1996 AND 1997, THAT A S| GNI FI CANT
MAJORI TY OF OUR TRASH BAGS THAT WE SELL ARE
REGULATED TRASH BAGS; THAT IS, THEY ARE THI CKER
THAN .75 ML. AND THAT IS COVMPLETELY CONTRARY TO
A LETTER THAT YOU HAVE FROM POLY- AMERI CA SAYIl NG
THAT 91 PERCENT OF OUR TRASH BAGS ARE LESS THAN
.75 M L.

I JUST WLL REM ND YOU THAT | RONCLAD
'S A PRI VATELY HELD CORPORATION. I T DOES NOT SEND
OUT ANNUAL REPORTS TO SHAREHOLDERS AS A
CONSEQUENCE. | T DCES NOT MAKE PUBLI C THI' S KI ND OF
| NFORMATI ON.  AND FOR ANYONE TO MAKE THAT
ASSERTI ON, THEY' RE ElI THER BASI NG | T ON PURE
SPECULATI ON OR THE SHODDI EST KI ND OF DATA. |
DON' T KNOW VWH CH THE SI TUATION | S, AND PERHAPS
WHEN MS. VOS TESTI FIES, WE W LL FIND OUT.

BUT A STRONG MAJORI TY, SI GNI FI CANT
MAJORI TY OF OUR BAGS ARE REGULATED TRASH BAGS, AND

A SI GNI FI CANT PORTI ON OF THE REGULATED TRASH BAGS
ARE THE STRAP BAGS. NOW HOW CAN | | NDI CATE TO
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YOU WHAT PERCENT OF THE TOTAL REGULATED TRASH BAGS
ARE REPRESENTED BY THE STRAP BAGS? WHAT WE SAID
I N THE DECLARATI ONS | S THAT WE COULD NOT ACHI EVE
THE ANNUAL AVERAGE AGGREGATE RATE OF 30 PERCENT
EVEN BY PUTTI NG A HUNDRED PERCENT PCRM I N OUR
NONSTRAP REGULATED TRASH BAGS.

NOW THERE IS A FAIRLY SI MPLE VWAY OF
CALCULATI NG THAT FROM A FORMULA PERSPECTI VE TO
G VE YOU AN | NDI CATI ON OF THE PERCENT OR AT LEAST
A M N MUM PERCENT OF OUR REGULATED TRASH BAGS THAT
ARE REPRESENTED BY THE STRAP TRASH BAG. AND | HAD
HOPED THAT MR, HART WOULD HAVE RECEI VED THAT. HE
TOLD ME SUBSEQUENTLY THAT | WAS BEI NG TOO SUBTLE,
AND HI'S ANALYSI S | NDI CATES THAT WE DI D NOT PROVI DE
THAT | NFORMATI ON, BUT | FEEL THAT, I N FACT, WE
DI D.

BUT THE REASON THAT YOU ASKED FOR
THAT EVI DENCE I N YOUR REGULATION IS TO FIND QUT | F
WE COULD ADD ADDI TI ONAL PCRM POSTCONSUMER
RECYCLED MATERI AL, TO OUR NONSTRAP REGULATED TRASH
BAGS TO BRI NG US UP TO THE 30- PERCENT ANNUAL
AVERAGE AGGREGATE. AND OUR TESTI MONY IS AND THE
EVI DENCE | S THAT WE COULD NOT DO THAT. | T WOULD

TAKE MORE THAN A HUNDRED PERCENT PCRM TO ACHI EVE
THAT. SO IT' S A FISCAL -- |IT"S A PHYSI CAL
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| MPOSSI BI LI TY.

MOREOVER, WE DON' T HAVE CUSTOMERS
WHO WOULD BUY A TRASH BAG W TH HI GH PERCENTAGES OF
PCRM  WE' RE SELLI NG TRASH BAGS -- OUR NONSTRAP
REGULATED TRASH BAGS CONTAI N 30 PERCENT PCRM THI S
YEAR. WE' RE SELLI NG THOSE. WE HAVE NO MARKET
CERTAINLY FOR 100 PERCENT PCRM TRASH BAG.

NOW THE STAFF ALSO RAI SED THE
QUESTI ON THAT IN 1995 WE REPORTED THAT 28 PERCENT
OF OUR TRASH BAGS CONTAI NED -- OR THAT 28 PERCENT
OF THE POUNDS | NVOLVED | N MANUFACTURI NG OUR TRASH
BAGS WAS PCRM AND IT'S A LEG TI MATE QUESTI ON.
I N 1996 WE REPORTED A LONER PERCENTAGE THAN THAT.
I N 1996 THE PERCENTAGE THE LAW REQUI RED WAS 20
PERCENT.

WHAT HAPPENED I N 1995 | S WE PUT 30
PERCENT PCRM WHI CH | S WHAT THE LAW REQUI RED AT
THE BEG NNI NG OF 1995, |INTO ALL OF OUR NONSTRAP
REGULATED TRASH BAGS. WHEN YOU DI VI DE BY THE
REGULATED STRAP AND NONSTRAP TRASH BAGS, THE
RESULTI NG PERCENT WAS 28 PERCENT. AND WHAT THAT
SI MPLY MEANS | S THAT THE PERCENT OF OUR TOTAL
REGULATED TRASH BAGS I'N 1995 THAT WERE STRAPPED

WAS NOT VERY HI GH.
AND | MENTI ONED TO YOU EARLI ER THAT
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WE HAD SOME BREAKTHROUGHS I N 1995 THAT RESULTED I N
SI GNI FI CANT | NCREASES | N SALES I N 1996 AND 1997
AND REALLY THROUGH 1998. AND SO BASI CALLY THE
SI TUATI ON HAS FLI P- FLOPPED FROM 1995 TO 1996, AND
THAT' S VWHY THE 28 PERCENT DOES NOT G VE AN
| NDI CATI ON  ABOUT WHAT WE CAN ACHI EVE IN 1997 AND
I N 1998.

AS | I NDI CATED, I'N 1996 | RONCLAD PUT
20 PERCENT PCRM I N I TS NONSTRAP REGULATED TRASH
BAGS. | TS STRAP TRASH BAGS WERE EXEMPT FROM THE
REQUI REMENT | N 1996. AND IN 1997 | RONCLAD 1S
PUTTI NG 30 PERCENT PCRM I N I TS NONSTRAP TRASH
BAGS.

THE THI RD REGULATI ON REQUI RED US TO
PRESENT EVI DENCE -- PRESENT SAVPLES OF TRASH BAGS
MANUFACTURED W TH ADHESI VE HEAT- AFFI XED STRAPS
ATTACHED DURI NG THE MANUFACTURI NG PROCESS, AND
THERE VWERE A SI GNI FI CANT NUMBER, | DON T KNOW THE
PRECI SE NUMBER, ATTACHED TO THE DECLARATI ON
SUBM TTED BY JERRY SM TH, AND MR. HART HAS THOSE
BAGS.

| HAVE ANOTHER BAG HERE W TH ME | F
YOU WOULD LI KE TO TAKE A LOOK AT THAT. THE STAFF

ACKNOWLEDGED I N I TS ANALYSI S THAT, I N FACT, WE DI D
PROVI DE SAMPLES, BUT SAI D THAT IT WOULD LI KE TO
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1 HAVE ADDI TI ONAL | NFORMATI ON ABOUT OTHER KI NDS OF
2 REGULATED NONSTRAP TRASH BAGS THAT WE MANUFACTURE.
3 AND SO | RONCLAD HAS PUT TOGETHER A LI ST OF THE

4 BAGS BY SIZE, BY GALLONS, BY PURPOSE, AND THE

5 ML'S. AND THESE ARE ALL NONSTRAP REGULATED TRASH
6 BAGS. AND, MR CHAIRMAN, |'D LIKE TO MAKE THI S
7 LI ST A PART OF THE RECORD AS VELL.

8 CHAI RMAN PENNI NGTON:  FI NE.

9 (WHEREUPON EXHI BI T 7 WAS MARKED FOR
10 | DENTI FI CATI ON. )

11 MR. LI VI NGSTON: SO BASI CALLY WHAT' S

12 BEFORE YOU WOULD BE BOTH THE SAMPLES THAT WE

13 PROVI DED AND THEN THI S LI ST OF THE SI ZE, PURPGCSE,
14 AND M L'S OF THE NONSTRAP REGULATED TRASH BAGS.
15 THE NEXT | TEM REQUESTED BY THE

16 REGULATI ON IS A DETAI LED EXPLANATI ON OF THE

17 DI FFERENCES | N THE PRODUCTS AND I N THE

18 MANUFACTURI NG PROCESS BETWEEN TRASH BAGS FOR
VHI CH

19 A VARI ANCE | S SOUGHT AND OTHER REGULATED TRASH
20 BAGS. NOW THE OBVI QUS DI FFERENCE, OF COURSE, IS
21 THE BAG THAT MR. RELIS NOW HAS HAS THE STRAP

22 AFFI XED TO I T. OTHER TRASH BAGS THAT WE
REPRESENT

23 THERE ARE TI ES THAT ARE | NCLUDED I N THE BOX, AND

24

THAT' S THE PRI NClI PAL DI FFERENCE | N THE BAGS.



25 THE STRAP | S HEAT- AFFI XED DURI NG
THE
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MANUFACTURI NG PROCESS AS REQUI RED BY THE STATUTE,
AND I'T IS DONE SO BY THE ADDI TI ON OF A FOURTH
MACHI NE ADDED TO THE MANUFACTURI NG PROCESS. AND
WHAT |'D LIKE TO DO AT THIS TIME | S JUST RUN THE
VI DEOTAPE THAT SHOWS YOU HOW THE STRAP | S AFFI XED
AND THAT MANUFACTURI NG PROCESS.

CAREN, OF COURSE, TOLD ME SHE' D BE
THERE TO RUN THE VCR.

(VI DECTAPE WAS THEN SHOWN. )

(WHEREUPON EXHI BI T 8 WAS MARKED FOR
| DENTI FI CATI ON. )

MR. LI VI NGSTON: THAT VI DEOCTAPE WAS

PRODUCED I N 1990 AS A MARKETI NG DEVI CE. THANK YQU
FOR LI STENI NG TO OQUR COMVERCI AL.

THE -- | TH NK THAT YOUR AUDI O' VI DEO
EQUI PMENT IS ALMOST AS COMPLI CATED AS THE STRAP
MACHI NE.

THE THI NG THAT |'D LI KE TO EMPHASI ZE
THERE | S THAT THOSE BAGS FLOW THROUGH THAT PROCESS
THAT SPEEDS UP TO 400 FEET PER M NUTE. | DON T
KNOW VHETHER YQOU NOTI CED, BUT WHEN THAT HEAT STAMP
COMES DOWN, THE FLOW OF BAGS HAS TO STOP
MOVENTARI LY FOR THE STRAP TO BE AFFI XED TO THE

BAGS.
NOW THE HEAT SEAL |'S SET AT A
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CONSTANT TEMPERATURE. I T'S COVPUTER DRI VEN, AND
| T WLL FLUCTUATE A LITTLE BI'T, BUT IT CANNOT
FLUCTUATE MORE THAN TWO DEGREES PLUS OR M NUS | N
ORDER TO GET A GOOD SEAL. WHENEVER THE STAMP
COVES DOWN AND PRESSES THE STRAP | NTO THE TRASH
BAG MATERI AL, | T MELTS THROUGH THE STRAP | NTO THE
TRASH BAG, MELTI NG THE TRASH BAG MATERI AL. SO
THEN THAT' S HOW YOU GET THE SEAL. AND YOU SAW ON
THE TRASH BAG THAT WE SENT ARCUND THE OVAL THAT
WAS USED TO AFFI X THE STRAP TO THE BAG.

NOW WHAT HAPPENS | S THAT WE HAVE
VERY NARROW TOLERANCES THERE | N THAT HEAT
TEMPERATURE, AND A HEAT -- A TEMPERATURE VARI ATI ON
OF MORE THAN PLUS OR M NUS TWO DEGREES CAN RESULT
I N El THER ONE OR TWO THI NGS. EI THER YOU BURN
THROUGH THE TRASH BAG, I N WHI CH CASE THE STRAP
DOES NOT ADHERE, OR YOU FAIL TO GET AN ADEQUATE
MELT, IN WHI CH CASE THE STRAP ALSO DCES NOT
ADEQUATELY ADHERE.

NOW THE PROBLEM THAT WE HAVE | S
THAT THE VIRG@ N RESIN WE USE IS A SPECI AL TYPE OF
LLDPE. NOW | T S NOT NECESSARI LY SPECI AL TO
| RONCLAD. OTHER TRASH BAG MANUFACTURERS USE | T AS

WELL. BUT THE LLDPE RESINS USED FOR MANUFACTURI NG
TRASH BAGS | S A DI FFERENT KI ND OF RESI N, DI FFERENT
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KIND OF LLDPE RESIN THAT'S USED FOR OTHER
PURPOSES, SUCH AS MAKI NG FI LMS, SHRI NK AND STRETCH
WRAP, AND SO ON. AND, OF COURSE, THAT'S THE
SOURCE OF POST CONSUMER RECYCLED MATERI AL FOR THE
MANUFACTURE OF TRASH BAGS.

NOW THOSE CHARACTERI STI CS | NCLUDE A
DI FFERENCE | N MELT TEMPERATURE. AND THEN WHENEVER
YOU ADD THE FACT THAT THE RECYCLED LLDPE HAS GONE
THROUGH THE RECYCLI NG PROCESS, OXI DI ZATI ON, AND A
NUMBER OF OTHER CHEM CAL CHANGES THAT OCCUR AS A
CONSEQUENCE OF THAT, THEN YOU END UP W TH EVEN
FURTHER DI FFERENCES | N YOUR MELT TEMPERATURE. AND
THEN | NHERENT BASI CALLY I N RECYCLED MATERI AL | S
THE ADDI TI ON OF OTHER KI NDS OF RESI NS, SUCH AS
HDPE AND LDPE, AND THOSE ALSO HAVE DI FFERENT MELT
TEMPERATURES.

AND VWHAT HAPPENS IS YOU DO NOT GET A
CONSI STENT MELT. AS THE RESINS FLOW THROUGH THE
EXTRUDER AND ARE MELTED, YOU GET VARI ATI ONS | N HOW
MJUCH OF PCRM YOU HAVE VERSUS HOW MJUCH VI RGN YQU
HAVE, AND YOU W LL GET DI FFERENT KI NDS OF M XES OF
PELLETS FROM TI ME TO TI ME, SO THAT YOU GET A
VARI ANCE THROUGHOUT THAT FLOW OF TRASH BAGS THAT

GO THROUGH THOSE MACHI NES. AND THERE |'S NO WAY
THAT THAT HEAT STAMP CAN SENSE WHAT KI ND OF RESI N
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| TS DEALI NG W TH AND WHAT | TS MELT TEMPERATURE
IS. IT'S SET AT A CERTAI N DEGREE; AND | F THE
VAR ABILITY I S A H GHER MELT TEMPERATURE, THEN I T
FAILS TO MELT. I F THE VARIABILITY I S A LONER
TEMPERATURE, THEN I T MELTS THROUGH. SO THAT' S THE
TECHNOLOG CAL PROBLEM AND GARY RUTLEDGE W LL
DESCRI BE THAT I N MUCH MORE DETAI L.

NOW STAFF RAI SED SOME ADDI Tl ONAL
CONCERNS AND | SSUES W TH RESPECT TO THI S DATA AS
WELL, AND I WANTED TO RESPOND TO THAT. STAFF
ASKED WHETHER WE COULD DOWNGAUGE ALL OF OUR TRASH
BAGS, ALL OF OUR STRAP TRASH BAGS TO LESS THAN . 75
AND AVO D THE M NI MUM CONTENT REQUI REMENT AND
THEREBY ELI M NATE THE NEED FOR A VARI ANCE.

THE ANSVWER TO THAT 1S, NO, WE
CANNOT. WE DON' T DI CTATE WHAT OUR CUSTOVERS BUY.
THE CUSTOMERS DI CTATE TO US WHAT THEY WANT TO
SELL. AND WHEN THEY WANT TRASH BAGS HEAVI ER THAN
. 75, WE MANUFACTURE TRASH BAGS HEAVI ER THAN . 75
FOR THEM  MOREOVER, THERE WAS JUST A POLI CY
QUESTION IN MY M ND ABOUT WHETHER THAT' S THE
DI RECTI ON THE BOARD WANTS TO GO.

| KNOW THAT THE | NDUSTRY HAS BEEN

SOVEVWHAT CRITICl ZED I N THE LEG SLATURE THI' S YEAR
I N THE DI SCUSSI ON ON SB 698 BECAUSE | T HAS BEEN
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DOVWNGAUG NG | N WHAT APPEARS TO BE AN ATTEMPT TO
AVO D BUYI NG POSTCONSUMER RECYCLED MATERI AL.  AND,
OF COURSE, |F WE ALL DOWNGAUGED TO LESS THAN . 75,
THERE WOULD BE NO MARKET FOR THE RECYCLED
MATERI AL, WHICH | THI NK WOULD BE COUNTER TO THE
| NTEREST OF THI S BOARD.

SECONDLY, THE STAFF TALKED ABOUT THE
NARROW TOLERANCES AND SAI D THAT OTHER TRASH BAG
MANUFACTURERS HAVE WORKED W TH NARROW SPECI FI CA-
TIONS | N THEI R EXTRUDI NG AND BLOW NG PROCESSES AND
HAVE BEEN ABLE TO USE POSTCONSUMER RECYCLED
MATERI AL.  WELL, WE'RE NOT TALKI NG ABOUT THE
EXTRUDI NG AND BLOW NG PROCESS. SURE, WE
MANUFACTURE NONSTRAP TRASH BAGS USI NG 30- PERCENT
PCRM  WE DEAL W TH THOSE NARROW SPECI FI CATI ONS
THAT MR, HART ALLUDED TO, BUT THE NARROW
TOLERANCES THAT WE' RE TALKI NG ABOUT RELATE TO THAT
THI RD MACHI NE, THE STRAP SEAL MACHI NE. AND
THERE' S NO OTHER MANUFACTURER WHO CONTENDS W TH
THAT KIND OF SI TUATI ON. | RONCLAD |I'S UNI QUE

THAT REGARD.
STAFF ALSO RAI SED A QUESTI ON

THE TECHNOLOG CAL DI FFERENCES BETWEEN



I RONCLAD' S

24 HEAT- AFFI XED STRAP TRASH BAG AND THE
DRAWSTRI NG

25 BAGS. AND GARY RUTLEDGE W LL EXPLAI N THAT
I N
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DETAI L DURI NG HI' S TESTI MONY.

THE NEXT REGULATI ON ASKED FOR
| NDEPENDENT TEST RESULTS DEMONSTRATI NG THE
TECHNOLOG CAL CONSI DERATI ONS | N ATTACHI NG ADHESI VE
| NDEPENDENT - - ADHESI VE HEAT- AFFI XED STRAPS TO
TRASH BAGS CONTAI NI NG POSTCONSUMER RECYCLED
MATERI AL. AND AS YOU KNOW FROM THE DECLARATI ONS,
| RONCLAD NOT ONLY RELIED ON ITS OAN ANALYSI S ABOUT
THE STRAPS FAI LI NG TO WORK W TH TRASH BAGS
CONTAI NI NG RECYCLED MATERI AL TO CONCLUDE THAT THI S
CANNOT BE DONE, BUT | T ALSO SENT SAMPLES OF THE
TRASH BAGS THAT | T MANUFACTURED TO AN | NDEPENDENT
LAB, ADVANCED MATERI AL CENTER.

AND ON TWO DI FFERENT OCCASI ONS THE
PERSONNEL AT THAT CENTER TESTED THE STRAP TRASH
BAGS AND AT NO TIME DI D THE STRAP HAVE SUFFI Cl ENT
TENSI LE STRENGTH, SUFFI ClI ENT PULL STRENGTH, TO
MEET CONSUMER EXPECTATI ONS. WE HAVE DETERM NED
THAT YOU HAVE TO HAVE PULL STRENGTH OF 2.5 POUNDS.
THAT' S NOT A LOT, BUT AT LEAST IT'S WHAT' S
REQUI RED FOR CONSUMERS TO TAKE THAT STRAP AND WRAP
AROUND THE NECK OF A FILLED TRASH BAG, PICK THE
TRASH BAG UP, AND CARRY I T OUT TO THE STREET FOR

THE GARBAGE PEOPLE TO PICK | T UP.
I N ADDI TI ON, ADVANCED MATERI AL
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CENTER ALSO HEAT TESTED THE TRASH BAGS THAT WE HAD
SUBM TTED AND FOUND THE PRESENCE OF RESI NS OTHER
THAN LLDPE. SO THAT EVEN THOUGH WE WERE TQLD THAT
THESE WERE A HUNDRED PERCENT LLDPE, I N FACT, THERE
WERE OTHER RESI NS PRESENT. AND AS | | NDI CATED,
THAT' S AN | NHERENT FEATURE OF POSTCONSUMER
RECYCLED MATERI AL.

THE DECLARATI ONS WE' VE SUBM TTED AND
THE TESTI MONY THAT YOU W LL ALSO HEAR W LL
| NDI CATE THAT | RONCLAD HAS NOT JUST SET STILL AND
DONE NOTHI NG DURI NG THI S TI ME. WE HAVE SOUGHT
I NI TI ALLY TO FI ND SOME SUPPLY THAT WOULD BE
COWPATI BLE W TH THE VI RGI N LLDPE RESI NS THAT WE
USE.

| RONCLAD CONTACTED 60 DI FFERENT
COWANI ES THAT I T WAS TOLD PRODUCED OR SOLD
POSTCONSUMER RECYCLED MATERI AL. FORTY- ONE OF
THOSE WERE ON A LI ST PROVI DED THI S BOARD. WHAT
HAPPENED | S THAT MANY OF THOSE COMPANI ES WERE OUT
OF BUSI NESS; MANY OF THEM DI D NOT PRODUCE LLDPE
RESINS.  MANY OF THEM WERE PRODUCI NG I T ONLY FOR
THEI R OAWN USES. AND MANY OF THEM CANNOT PRODUCE
ADEQUATE SUPPLI ES FOR | RONCLAD TO MEET | TS NEEDS.

BUT THERE WERE SOVE WHO SAI D THAT,
YES, WE CAN PROVI DE LLDPE RESINS I N THE

QUANTI TI ES
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THAT YOU NEED, AND | RONCLAD VENT THROUGH THOSE TO
TRY TO FIND A SUPPLY THAT WOULD BE COWPATI BLE.
AND GARY RUTLEDGE W LL DETAIL THAT IN HI' S
TESTI MONY.

BUT RUNNI NG THOSE SAMPLES IS THEN
WHAT GAVE US THE EVI DENCE THAT THERE WAS JUST NO
VWAY TO ADJUST THE PROCESS TO ATTACH THE STRAP TO
TRASH BAGS CONTAI NI NG POSTCONSUMER RECYCLED
MATERI AL. THE HEAT VARI ATI ON WAS JUST TOO GREAT
BECAUSE OF THE | NHERENT NATURES OF THE POST-
CONSUMER LLDPE MATERI ALS.

| RONCLAD RAN THOSE TESTS IN 1996 AND
AGAIN I'N 1997, AND ADVANCE MATERI ALS CENTER REPORT
| S PART OF RON WALLI NG S DECLARATION, WHICH I S
PART OF THI S RECORD.

THE FI NAL REGULATI ON BASI CALLY | S
KIND OF A CATCHALL, EVI DENCE DESCRI Bl NG WHY
| RONCLAD CANNOT ATTAI N THE ANNUAL AGGREGATE PCRM
USE REQUI REMENT. VEELL, WE | NDI CATED THAT WE' D
HAVE TO PUT MORE THAN A HUNDRED PERCENT | N OUR
NONSTRAP TRASH BAGS TO ACHI EVE 30 PERCENT.  AND,
OF COURSE, THAT'S A PHYSI CAL | MPGSSI BI LI TY; AND AS
| 1 NDI CATED, | RONCLAD HAS NO MARKET FOR THOSE

KI NDS OF BAGS.
| GUESS THE THOUGHT AT THI S PO NT
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1 THAT |'D LIKE TO LEAVE YOU WTH IS THAT | RONCLAD
2 'S PUTTI NG 30 PERCENT POSTCONSUMER MATERI AL IN I TS
3 NONSTRAP TRASH BAGS. |IT WLL CONTI NUE TO BUY THAT
4 SUPPLY OF WHAT OTHERW SE WOULD BE WASTE AS LONG AS
5 | T HAS THE ECONOM C VI ABI LI TY TO CONTI NUE TO

6 FUNCTI ON AS A COVPANY. | TS ECONOM C VI ABI LI TY,

7 HOWEVER, |IS TIED TO THE SALE OF THE STRAP TRASH

8 BAGS. AND | RONCLAD W LL CREATE MORE OF A MARKET

9 FOR POSTCONSUMER RECYCLED MATERIAL |F IT'S IN
10 BUSI NESS, EVEN W TH THE VARI ANCE AND THE EXEMPTI ON
11 FOR THE STRAP BAGS, THAN IT WLL IF IT 'S OQUT OF
12 BUSI NESS.
13 THE FINAL PO NT IS THAT STAFF RAI SED
14 THE QUESTI ON ABOUT IS THERE AN ALTERNATI VE TO THE
15 VARI ANCE? MR HART PO NTED OQUT THAT WE SEEM TO BE
16 RAI SI NG QUESTI ONS ABOUT THE QUALITY OF THE

17 POSTCONSUMER RECYCLED MATERI AL. BASI CALLY | DON T
18 KNOW HOW YOU CHARACTERI ZE I T. WHAT WE' RE SAYI NG
19 | S THAT THERE'S HEAT VARI ATI ONS AND WE HAVE TOO
20 NARROW A TOLERANCE TO ACCOMVODATE THOSE HEAT
21 VARI ATI ONS.  BUT THE QUESTI ON WAS RAI SED, WELL,
22 CAN -- |S | RONCLAD ENTI TLED TO AN EXEMPTI ON UNDER
23 THE BOARD S REGULATI ONS BECAUSE | TS SUPPLY

DOESN T
24 MEET THE QUALI TY STANDARDS?

25

YOUR REGULATI ONS PROVI DE A
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15- PERCENT VARI ATION I N MELT TEMPERATURE. WE' RE
TALKI NG ABOUT MELT TEMPERATURES 340 TO 370
DEGREES.  WE' RE TALKI NG ABOUT, THEREFORE, MELT
VARI ATI ONS PERM TTED BY YOUR REGULATI ONS COF 45 TO
50 DEGREES, WELL BEYOND THE TWO- DEGREE VARI ATI ON
THAT WE HAVE W TH OUR EQUI PMENT. SO | RONCLAD
WOULD NOT BE ENTI TLED TO AN EXEMPTI ON UNDER YOUR
REGULATI ONS, AND ESSENTI ALLY THE ONLY REAL OUTCOVE
HERE FOR | RONCLAD TO CONTI NUE TO OPERATE | S THE
VARI ANCE THAT I T HAS BEFORE YOU AT THI S TI ME.
THANK YOU. AND GARY RUTLEDGE W LL

NOW PRESENT HI S TESTI MONY.

CHAI RMAN PENNI NGTON: THANK YOU, MR
LI VI NGSTON. MR, RUTLEDGE.

MR, RUTLEDGE: THANK YOU. GOOD MORNI NG.
"M GARY RUTLEDGE. |'M VI CE PRESI DENT OF RESEARCH
AND DEVELOPMENT FOR | RONCLAD. | AM RESPONSI BLE
FOR ALL R & D EFFORTS FOR | RONCLAD AND HAVE BEEN
FOR THE LAST 11, 12 YEARS. AND THAT | NCLUDED THE
DEVELOPMENT OF THE PRQIECT THAT WE' RE TALKI NG
ABOUT AT THE MOMENT, AND THAT'S STRAP BAGS.

YOU VE SEEN A LITTLE BIT ON THE

VI DEO THAT G VES YOU A BRI EF DEMONSTRATI ON OF HOW

THE PROCESS WORKS IN OUR PLANT. |'D LIKE TO
PROVIDE A LITTLE BIT MORE DETAIL AS TO WHAT THAT
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REALLY MEANS AS FAR AS THE DEVELOPMENT AND THE
PROCESS STAGE THAT WE' VE HAD TO GO THROUGH AND FOR
HOW WE GOT TO WHERE WE ARE TODAY.

THI'S CONCEPT -- WELL, I'T WAS A
CONCEPT BECAUSE | HAD ATTENDED A MEETI NG AT ONE OF
THE HOUSEWARES HARDWARE SHOWS | N CHI CAGO I N 1985.
| WAS ASKED THERE BY THE PRESI DENT/ CHAI RVAN OF
| RONCLAD, AND HE AT THE TI ME SAI D THAT THEY WOULD
LI KE TO FI ND SOME OTHER POSSI Bl LI TI ES OF
DEVELOPI NG A DI FFERENT TYPE OF TRASH BAG OR SOVE
FEATURES | NTO THE EXI STI NG TRASH BAGS THAT WOULD
ALLOW THEM TO HAVE SOVETHI NG THAT NOBODY ELSE | N
THE | NDUSTRY M GHT HAVE.

I WAS H RED AS A CONSULTANT AT THAT
TIME I NI TIALLY TO HELP DEVELOP SOVE | DEAS. WE
WORKED ON THAT, NOT ONLY FROM THE OUTSET OF THAT
MEETI NG, BUT THEN FOR A COUPLE MORE MONTHS AND
CAME UP WTH A VARI ETY OF DI FFERENT THI NGS THAT
YOU M GHT BE ABLE TO DO TO A TRASH BAG THAT MAYBE
HADN' T BEEN DONE. AND BELI EVE ME, THERE ARE A LOT
OF THI NGS THAT HAD ALREADY BEEN DONE THAT W\E
DI DN' T EVEN KNOW ABQUT.

VE NARROWED | T DOWN TO THE FACT THAT

| T NOT ONLY HAD TO BE SOMETHI NG THAT WOULD BE
UNI QUE FOR THE COWVPANY, FOR | RONCLAD TO



38



Please note: These transcripts are not individually reviewed and approved for accuracy.

© 00 N oo o B~ wWw N P

N NNN R R R R R R R R R R
W N B O © 0 N O U~ W N Rk O

NN
g b~

MANUFACTURE, BUT I T REALLY NEEDED TO ALSO BE
SOVETHI NG THAT WAS BENEFI CI AL TO THE CONSUMER WHEN
THEY USED I T SO THAT I T PROVI DED SOVE VALUE ADDED.
| F THAT WASN' T THERE, JUST BEI NG UNI QUE WASN' T
GO NG TO ESTABLI SH A MARKET AND WASN' T GOl NG TO
SELL BAGS. SO WE HAD TO TAKE THAT I NTO
CONSI DERATI ON.

I N DO NG THESE EVALUATI ONS AT THE
TIME, WE SETTLED ON THE | DEA THAT THERE SHOULD BE
A VAY TO COME UP WTH A BETTER MEANS FOR CLGSI NG
OR SEALI NG OFF THE TOP OF A TRASH BAG. WE HAD
ALSO LOOKED AT COMPLAI NTS THAT EVERYBODY GETS. |
THI NK ALL COVPANI ES GET THEM | KNOW THAT WE GET
THEM IN THE MAIL OR CUSTOVERS ARE SUGGESTI NG WHAT
ELSE WE COULD DO TO MAKE OUR BAGS BETTER. AND
OCCASI ONALLY THE COWVPLAI NTS COVE DOWN TO, WELL,
THE WRE TIES ARE EI THER TOO SVMALL OR SLI PPED OFF
THE BAG, GARBAGE SPI LLED OUT ON THE FLOOR, OR EVEN
THOUGH | TIED IT, | THOUGHT I'T WAS TIGHT, IT
LEAKED LI QUI DS OUT.

SO WE FELT THAT THERE WAS AN
OPPORTUNI TY AND THERE WAS A NARROW NI CHE THAT WE
M GHT BE ABLE TO PROVI DE SOVETHI NG FOR. SO THE

VWHOLE | DEA WAS THAT WE WOULD COME UP W TH A
CLOSURE FOR A TRASH BAG THAT WOULD PROVI DE AN
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Al RTI GHT AND LI QUI D- TI GHT, ODOR-TI GHT SEAL. IT
NEEDED TO BE EASY TO USE FOR THE CONSUMER, NOT
JUST FOR US. I T NEEDED TO PREVENT LEAKS AND
SPILLS. | T NEEDED TO BE MANUFACTURED I N OUR
I N- LI NE PROCESS.

THERE ARE A COUPLE OF DI FFERENT
PROCESSES | N MANUFACTURI NG BAGS. ONE IS THAT YOU
DO EVERY PART OF THE BAG I N LI NE, AND OTHER PEOPLE
THAT DO SOVE OF I T IN A SECOND LI NE. YOU MAKE
FI RST STEPS OVER HERE, AND YOU DO THE SECOND STEPS
OVER HERE. ALL OF OQURS, AS YOU SAW ON THE VI DEG,
ARE DONE I N ONE SINGLE LINE FROM THE TIME I T
STARTS TO THE TIME I'T FI Nl SHES. THAT WAS
| MPORTANT WTH THIS. | T WAS | MPORTANT BECAUSE | T
BECOMES A COST CONSI DERATI ON.

WE ALSO LOOKED AT HOW MUCH WAS | T
GO NG TO COST TO DO THI'S. | T NEEDED TO BE VERY,
VERY | NEXPENSI VE BECAUSE | T NEEDED TO COMPETE W TH
THE WRE TIE. | T NEEDED TO BE BETTER AND I T
NEEDED TO NOT COST ANY MORE | F WE COULD DO THAT.
| T NEEDED TO BE VALUE ADDED FOR THE CONSUMER FOR
THEM TO HAVE A REASON TO BUY I T.

AND THEN THE FI NAL STEP THAT WE FELT

WAS PROBABLY AS | MPORTANT AS ANYTHI NG ELSE I N THAT
LI ST WAS THAT WE NEEDED TO BE ABLE TO PROTECT I T.
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1 | RONCLAD NEEDED TO BE ABLE TO DEVELOP SOVETHI NG | N
2 A MANNER THAT I T COULD BE PROTECTED; AND | F THERE
3 WAS GO NG TO BE A LOT OF MONEY | NVESTED, WH CH BY
4 THAT TI ME WE HAD ALREADY DECI DED I T WAS GO NG TO
5 TAKE A CONS|I DERABLE SUM W TH THAT KI ND OF MONEY
6 AND | NVESTMENT TO DO THI S AND THE AMOUNT OF TI ME
7 | T WOULD TAKE, I'T HAD TO BE PROTECTED; THEREFORE,
8 | T NEEDED TO BE PROPRI ETARY AND, MORE PREFERABLY,
9 | T NEEDED TO BE PATENTABLE.

10 SO THOSE ARE THE THI NGS THAT WE
CAME

11 UP WTH THAT WOULD LAY OUT THE CRI TERI A FOR

12 DEVELOPI NG THHS WRE TIE. I N ORDER TO START

THI S,

13 WE DID A LITTLE BIT OF RESEARCH | NTO WHAT HAD

14 ALREADY BEEN DONE. OUR FI RST BASI C RESEARCH AND

A

15 PATENT SEARCH CAME UP W TH ABOUT 75 TO 85

16 DI FFERENT PATENTS THROUGHOUT THE COUNTRY AND

SOVE

17 OF THEM FROM FOREI GN COUNTRI ES THAT GAVE

DI FFERENT

18 METHODS OF TYI NG OR CLOSI NG A BAG.

19 WE TOOK ANOTHER STEP FURTHER THAN

20 THAT AND VENT INTO I'T I N MORE DETAI L AND FOUND



21
THAT
22
THEY
23
24

25
THAT

THERE WAS OVER 300 PATENTS SI NCE EARLY 1900S

HAD SOVETHI NG TO DO W TH CLGSI NG BAGS. NOW

WEREN' T ALL TRASH BAGS, AND THEY WEREN T ALL
HAVI NG TO DO W TH CONSUMERS BUYI NG THEM A LOT

THEM WERE COMMERCI AL. BUT THE FACT REMAI NED
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SOVEBODY OR A LOT OF PEOPLE HAD SPENT A LOT OF
TIME TRYING TO DO THI S BEFORE. AND THEY ALREADY
El THER HAD PATENTS THAT THEY WERE MANUFACTURI NG
PRODUCTS FOR, OR MANY OF THEM THEY NEVER EVEN GOT
OFF THE SHELF, BUT THEY WERE PATENTED. WE HAD TO
WORK AROUND THAT.

IN DO NG SO, WE STARTED TESTI NG WHAT
WOULD | T TAKE TO SEAL SOMVETHI NG TO A BAG THAT
WOULD REPRESENT A TIE MECHANI SM  WE TRIED A
VARI ETY OF MATERIALS. WE TRIED FO L, WE TRIED
DI FFERENT PLASTI CS, WE TRI ED NYLON MATERI ALS. WE
TRIED A LOT OF DI FFERENT THI NGS. WE PROBABLY
SPENT BETWEEN 10 TO 12 MONTHS OVER 1985 AND 1986
JUST TRYI NG TO FI ND OUT WHAT COULD YOU USE THAT
COULD REPRESENT A Tl E MECHANI SM

WE THEN TRI ED TO FI GURE OUT HOW DO
YOU PUT IT ON. WE TRIED GLUE. WE TRIED SONI C
VWELDI NG. WE TRI ED MECHANI CAL MEANS SIM LAR TO
RI VETI NG, AND WE TRI ED HEAT SEALI NG. AFTER DO NG
ALL THESE THINGS, | T EVOLVED TO THE FACT THAT HEAT
SEALI NG WAS A KNOWN TECHNOLOGY. | T HAD BEEN
AROUND FOR A LONG TI ME, NOT ONLY I N MANUFACTURI NG
TRASH BAGS, BUT IN A LOT OF OTHER AREAS DEALI NG

W TH PLASTICS. SO THAT SEEMED TO BE THE MOST
FEASI BLE, AND THAT WAS THE DI RECTI ON WE TOCK.
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UP UNTIL THIS TI ME WE REALLY HADN T
NOT ONLY PRODUCED A BAG OR A SAMPLE, WE REALLY
HADN' T DESI GNED OR FI GURED OUT HOW WE WERE GOl NG
TO MAKE I'T EVEN | F VWVE FI GURED OUT WHAT WE WANTED.

SO THE NEXT STEP WAS WE HAD TO
RESEARCH HOW DO WE PUT | T ON. WE SPENT A FEW
MONTHS DECI DI NG THAT, YES, WE COULD HEAT SEAL I T,
AND WE CAME UP WTH SOME | DEAS AS TO HOW I T COULD
BE DONE. BUT THEN THE HARD PART WAS HOW DO W\E
BU LD EQUI PMENT OR HOW DO WE BUY THE EQUI PMENT, OR
WHO HAS THE EQUI PMENT TO DO | T BECAUSE WE DI DN' T
HAVE I'T AND WE DIDN' T HAVE THE CAPABILITIES TO
BU LD IT. THERE WERE A LOT OF PROBLEMS THAT HAD
TO BE SOLVED. MOST OF THEM WERE UNKNOWN TO US AT
THE TI ME.

THE ONLY THI NG WE KNEW | S WE FELT WE
COULD HEAT SEAL I T, AND WE ENDED UP DECI DI NG THAT
| T COULD BE A PI ECE OF PLASTI C EI THER THE SAME OR
SIM LAR TO THE FI LM THE BAGS WERE MADE OQUT OF. SO
THOSE WERE THE TWO THI NGS THAT WE KNEW  NOW W\E
HAD TO DETERM NE HOW DO WE PUT I T ON.

I T HAD TO SEAL EFFI CI ENTLY. | T HAD
TO BE A GOCD MATERIAL. | T HAD TO CONTEND W TH ALL

THE DI FFERENT VARI ABLES | N MAKI NG TRASH BAGS ON
THE LI NE THAT ALREADY EXI STS. HOW DO WE PUT
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SOVETHI NG | N THERE THAT MAKES THI S WORK WHEN WE
ALREADY HAVE THE EQUI PMENT BECAUSE WE CAN' T
REPLACE WHAT WE HAVE.

SO VVE STARTED LOCKI NG AT DESI GNI NG A
PI ECE OF EQUI PMENT THAT WOULD ADD ONTO ONE OF THE
MACHI NES THAT YOU SAW THERE. SO AS THI' S PROCESS
EVOLVED, |I'T CAME DOWN TO THE FACT THAT WE HAD TO
COVE UP WTH A MACHI NE THAT WOULD DO I T BY | TSELF.
| T WAS GO NG TO BE ANOTHER MACHI NE I N A LI NE OF
THREE MACHI NES THAT ALREADY EXI STED, AND SOVEBODY
WAS GO NG TO HAVE TO BUI LD IT.

WE TALKED TO A LOT OF COWPANI ES, A
COUPLE OF COVPANI ES I N PARTI CULAR THAT MANUFACTURE
BAG- MAKI NG EQUI PMENT. AS A MATTER OF FACT, SOMVE
OF THE EQUI PMENT THAT YOU SAW I N THE VI DEO, WE
CONTACTED ONE OF THOSE COWPANI ES TO SEE | F THEY
COULD DO IT FOR US. WE COULD G VE THEM THE | DEA
AND VWE COULD HELP THEM W TH I T, BUT WE WERE NOT | N
THE BUSI NESS OF BUI LDI NG EQUI PMENT. AND WE LOOKED
AT I T.

VWE WVENT THROUGH THI S PROCESS FOR A
FEW MONTHS, AND I T EVOLVED TO THE PO NT THAT THEY
El THER FELT THAT I T COULDN T BE DONE FROM AN

ENG NEERI NG STANDPOI NT. THEY EI THER DI DN' T FEEL
THAT | T WAS FEASI BLE AND ECONOM CAL FOR THEM TO
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BU LD IT, OR THEY DIDN T THI NK THAT THEY WANTED TO
HAVE ANYTHI NG TO DOWTH IT BECAUSE IT DIDN' T FIT
IN WTH THE EQUI PMENT THEY ALREADY BUI LT, AND WE
WERE ONLY ONE PERSON THAT WANTED I'T, ONLY ONE
COVPANY.

THE DECI SI ON WAS MADE THAT WE WOULD
HAVE TO BUI LD I T OQURSELVES. THAT'S A BIG
UNDERTAKI NG FOR A COMPANY THAT DOESN T BUI LD
EQUI PMENT. WE HAVE A MAI NTENANCE DEPARTMENT FOR
ALL THE EQUI PMENT YOU SEE, BUT WE DON' T BUI LD IT.

SO WE SET UP A RESEARCH AND
DEVELOPMENT ARM I N DALLAS THAT WAS NOT W THI N
El THER ONE OF THE PLANT FACI LI TIES. AND AFTER WE
WORKED ON THE I NI TI AL DESI GN, | HI RED THE FI RST
ENG NEER, ANOTHER ENG NEER TO HELP ME W TH I T.
AND FROM THERE, I N A PERI OD OF APPROXI MATELY A
YEAR AND A HALF TO TWO YEARS, WE GREW TO A STAFF
OF BETWEEN 20 AND 25 ENG NEERS, DESI GNERS,
TECHNI ClI ANS, COWUTER EXPERTS, ELECTRONI CS
EXPERTS. WE HAD ALL THOSE DI FFERENT DI SCI PLI NES
OF ENG NEERI NG AND TECHNOLOGY THAT WERE ON A STAFF
FULL TI ME I N DALLAS TO DEVELOP, DESI GN, AND BUI LD
TH'S MACHINE. WE STILL DIDN'T KNOW I F WE COULD

BU LD I'T, BUT THAT WAS THE ONLY CHO CE WE HAD
BECAUSE WE FELT I T WAS WORTH | T.
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FI RST, WE HAD TO ESTABLI SH WHAT ARE
THE DESI GN PARAMETERS. AND JUST TO DI GRESS A
LITTLE BIT, TH S WAS NOT REAL EASY TO DO BECAUSE
YOU HAVE TO KNOW WE WERE WORKI NG OQUT OF SOMEBODY' S
GARAGE AT THE TIME. WE DIDN' T HAVE A RENTED
FACILITY. WE WORKED OUT OF OUR HOVES, AND THEN
ONE OF THE GENTLEMEN THAT WAS AN ENGI NEER, HE HAD
A LARGE GARAGE, AND HE SAI D, WELL, LET'S BU LD IT
THERE. SO THAT' S HOW WE STARTED.

VWE HAD TO TAKE | NTO CONSI DERATI ON
THAT THE MACHI NE HAD TO ADAPT TO ALL DI FFERENT BAG
SIZES, |I'T HAD TO OPERATE UP TO 400 FEET A M NUTE,
| T HAD TO PERMANENTLY HEAT SEAL A STRAP TO EVERY
SI NGLE BAG A HUNDRED PERCENT OF THE TI ME THAT CAME
THROUGH THAT LINE. WHEN YOU PUT WRE TIES I N AS
CLOSURES FOR A BAG, YOU GRAB A BUNDLE AT THE END
OF THE LINE, AND THEY GO I NTO THE BOX. AND THERE
ARE GENERALLY MORE W RE TIES THAT GO I N THAN THERE
ARE BAGS IN THE BOX. SO THERE'S A LI TTLE MARG N
FOR SAFETY. WE CAN T DO THAT W TH THE STRAPS. | T
HAS TO BE ON EVERY BAG.

VWE HAD TO CONTEND W TH A VARI ETY OF
SPEEDS AND GAUGES, DI FFERENT SPEEDS FOR DI FFERENT

BAGS FOR DI FFERENT SI ZES. THEY WERE ALL DI FFERENT
GAUGES. THE STRAP HAD TO BE STRONG ENOUGH THAT
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WHEN | T WAS WRAPPED AROUND, WHI CH WAS THE PURPCSE,
| T HAD TO BE WRAPPED AROUND Tl GHT ENOUGH TO SEAL
OFF THE TOP SO THAT WE COULD SAY | N OUR MARKETI NG
PROGRAMS THAT | T WAS Al RTI GHT AND LI QUI D- TI GHT.
SO THE STRAP HAD TO ADHERE SUFFI CI ENTLY AND | T HAD
TO BE STRONG

BY 1988 WE HAD BUI LT THE FI RST TWO
PROTOTYPES. AND | DON T KNOW HOW MANY COF YOU HAVE
SEEN VWHAT YOU WOULD CALL A FI RST ENG NEERI NG
PROTOTYPE, BUT YOU USUALLY DON' T RECOGNI ZE I T BY
THE TI ME YOU END UP BUI LDI NG THE PROPER MACHI NE.
| T LOOKS LI KE A JI GSAW PUZZLE, BUT THAT'S WHAT WE
DI D AND THAT' S HOW WE STARTED. WE BUI LT TWO OF
THEM  THE SECOND ONE WAS A LI TTLE BETTER THAN THE
FIRST. | T TOOK TWO YEARS TODO IT WTH THI S
STAFF. AND THE SECOND ONE WAS FI NALLY THE ONE
THAT WAS WORKABLE ENOUGH THAT WE COULD TAKE I T TO
ONE OF OUR PLANTS AND START DO NG SOVE | N- PLANT
TESTING TO SEE IF I T, I N FACT, COULD BE PUT IN
LINE AND | F WE COULD RUN BAGS THROUGH I T.

THE SECOND MACHI NE THAT WE DID THI S
WTH, WE TOOK I T TO OUR SHREVEPORT PLANT. WE HAD
A LOT OF LINES THERE, AND WE COULD SACRI FI CE ONE

LINE IN ORDER TO TRY THI S MACHI NE OUT. WE ALSO
HAD AT THE TI ME FULL TIME SI X TO ElI GHT ENG NEERS
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OQUT OF THE DALLAS OFFI CE I N THE SHREVEPORT PLANT
FOR UP TO A YEAR MONI TORI NG AND MAKI NG DESI GN
CHANGES CONTI NUOUSLY ON THI S MACHI NE.

AND THI S VENT THROUGH ALL OF 1988;
AND BY THE END OF 1988, WE FELT THAT WE WERE REAL
CLOSE TO HAVI NG A MACHI NE THAT WE COULD ACTUALLY
CALL A PRODUCTI ON MACHI NE. THAT'S A FOUR- YEAR
PROCESS JUST | N TRYI NG TO DESI GN SOVETHI NG FROM
SCRATCH THAT WE ALREADY KNEW WHAT WE WANTED I T TO
DO, WE JUST COULDN T FI GURE OUT HOW TO DO I T.

VWHEN WE HAD I T -- WHEN VE HAD I T IN
THE SHREVEPORT PLANT, WE MADE -- WE MADE I T
PRODUCE BAGS. | T WASN' T GREAT, AND I T WASN' T VHAT
WE WANTED, BUT WE KNEW WE COULD MAKE I T BETTER
SO BY 1989 WE BUI LT THE FI RST TWO WHAT WE WOULD
CALL FULL PRODUCTI ON MACHI NES, STRAP MACHI NES,
STRAP SEAL MACHI NES, THAT WOULD PUT STRAPS ON BAGS
N LINE, INSERT I'T I N BETWEEN THE OTHER MACHI NES
THAT YOU SAW I N THE VI DEO THAT WOULD DO THI S
CONSI STENTLY BAG AFTER BAG AFTER BAG.

WE, OF COURSE, CONTINUED W TH THE
STRAP | MPROVEMENTS. | THI NK WE PROBABLY BETWEEN
1989 AND 1994, THERE PROBABLY HAVE BEEN SI X TO

El GHT MAJOR CHANGES JUST I N THE STRAP DESI GN
| TSELF. AND MOST OF THOSE CHANGES WERE
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| MPLEMENTED BECAUSE OF WHAT WE FOUND OUT I N
FEEDBACK FROM CONSUMERS AND BUYERS, WHAT THEY
LI KED, WHAT THEY DI DN' T LI KE ABOUT | T, WHAT THEY
FELT WOULD BE BETTER. SO EVERYTHI NG THAT WE TRI ED
TO DO WAS TO | MPROVE | T, AGAIN FOR THE END RESULT
TO BE BETTER ACCEPTANCE AND GREATER SALES FOR THAT
PRODUCT.

VE | NI TI ALLY SHONED THE FI RST STRAP
BAG PRODUCT AT THE JANUARY HOUSEWARES SHOW | N
1989. BEFORE WE DID THI' S, WE HAD -- WE HAD TO RUN
A LOT OF PATENT APPLI CATI ONS THROUGH. WE ENDED
UP -- WE ENDED UP PUTTI NG I N A PATENT APPLI CATI ON
I N 1987, WHI CH WAS THE FI RST ONE, AND THAT PATENT
APPLI CATI ON WAS | SSUED AS A PATENT GRANTED TO
| RONCLAD I'N 1989, | BELIEVE. SINCE THAT TI ME
WE' VE FI LED AND RECEI VED GRANTS ON ANOTHER 16
PATENTS, BOTH U.S. AND WORLDW DE.

NOW THESE PATENTS | NCLUDE NOT JUST
THE PRODUCT, WHAT WE CALL A STRAP BAG BUT IT ALSO
| NCLUDED THE PROCESS TO DO I T, AND I T | NCLUDED THE
EQUI PMENT. SO ALL THREE OF THOSE AREAS HAVE BEEN
PROTECTED BY THI S TREMENDOUS AMOUNT OF PATENTS,
AND WE STI LL HAVE AT LEAST 15 THAT ARE PENDI NG

WORLDW DE ON DI FFERENT VARI ATI ONS ON WHAT YOU VE
SEEN AND WHAT WE' RE TALKI NG ABOUT.
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NOW ONE OF THE THI NGS THAT WE -- IN
THE | MPROVEMENTS THAT WE DI D, THI S HAD EVOLVED FOR
SEVERAL YEARS, BY 1993 SOVEBCDY CAME UP W TH THE
SUGGESTION, |I'T WAS TESTED AND DECI DED THAT THI S
COULD BE THE ULTI MATE CLOSURE SYSTEM THAT YOU
COULD PUT ON A TRASH BAG. AND I T WAS AN EVOLUTI ON
OF THE CLOSURE SYSTEMS WE HAD ALREADY DONE. THIS
WAS WHAT WE HAVE TODAY, AND THAT'S THE ADHESI VE
PEEL- OFF BACKI NG FOR A HEAT- AFFI XED STRAP.

VWE WORKED ON THAT. I T STARTED I N
LATE ' 92. WE STARTED DEVELOPING I'T IN '93. WE
EVEN LOOKED AT OTHER MEANS OF DO NG THAT,
| NCLUDI NG VELCRO. WE ACTUALLY LOOKED AT HOW TO
ATTACH A VELCRO STRAP TO A BAG, AND WE TALKED TO
THE VELCRO PEOPLE. UNFORTUNATELY, IT WASN' T AS
COST- EFFECTI VE AS WE'D LIKE I T TO BE.

SO THE ADHESI VE PEEL- OFF BACKI NG,
PEOPLE WERE SOVEWHAT FAM LIAR WTH THI S.  PEOPLE
THAT HAVE KI DS, THEY'D SEEN IT FOR A FEW YEAR S
BECAUSE THEY' RE ON MOST DI APERS TODAY. WE WORKED
ON THE DEVELOPMENT. WE HAD TO MODI FY THE
EQUI PMENT THAT WE' RE TALKI NG ABOUT. THE STRAP
MACHI NE HAD ALREADY BEEN BUI LT, AND AT THAT TI ME

WE HAD BUI LT 38 OF THESE MACHI NES. WE HAD TO
MODI FY THEM SO THAT NOW WE COULD PUT AN ADHESI VE
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BAG STRAP | NTO THE PROCESS AND COMVE OUT W TH WHAT
WE FELT WAS A BETTER PRODUCT.

PRIOR TO DO NG I T, BECAUSE, AS YQU
KNOW I N PUBLI C DI SCLOSURE, ONCE YOU DI SCLOSE 1T,
I TS NOT PROTECTABLE. SO THE LATTER PART OF ' 93,
THE PATENT APPLI CATI ON FOR AN ADHESI VE BAG STRAP,
THAT PATENT APPLI CATI ON WAS SUBM TTED THE FI RST
PART OF JANUARY ' 94 BECAUSE WE WERE ATTENDI NG THE
JANUARY HOUSEWARES SHOW AND WE WANTED TO SHOW I T
AT THAT TIME AND DI SCLOSE IT TO ALL THE BUYERS
THAT CAME THROUGH.

VWE -- AS SOON AS WE FI LED THE PATENT
APPLI CATI ON AND I T WAS ON RECORD, WE THEN DID A
NUMBER OF CONSUMER TESTS AND SURVEYS, WH CH GENE
HAD MENTI ONED A FEW MOMENTS AGO, AND | THI NK HE
PUT THOSE | NTO EVI DENCE, | N ORDER TO GET A
RESPONSE BACK FROM THE GENERAL PUBLI C THAT BUYS
BAGS, WHAT DO YOU THI NK OF THI S NEW PRODUCT THAT
WE' VE DEVELOPED? AND THE MAJORITY OF THE
RESPONSES WERE SO GOOD, THERE WAS NO QUESTI ON

WE WEREN' T GO NG FORWARD W TH THI S.

BY JUNE OR JULY OF '94, WE HAD
ALREADY STARTED THE PROCESS. WE WERE
MANUFACTURI NG ON A VERY SVALL VOLUME BASI S AT THE



25 TI ME AND I NI TI ATED PRODUCTI ON -- SALES PRODUCTI ON
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1

FOR THE ADHESI VE HEAT- AFFI XED STRAP | N AUGUST OF

2 '94, M DDLE OF AUGUST; AND BY THE END OF
NOVEMBER,

3 WE ACTUALLY PURCHASED EQUI PMENT THAT MAKES THE

4 HEAT OR THE ADHESI VE STRAP FOR US.

5 I N THE BEG NNI NG WE PURCHASED

6 ADHESI VE TAPE FROM SEVERAL COMPANI ES, | NCLUDI NG
7 3M  AND THAT WAS HOW WE STARTED OUT MAKI NG THE
8 ADHESI VE BAG STRAP. BUT THEN TO BE MORE

9 COST- EFFECTI VE, WE DECI DED WE NEEDED TO BUY THE
10 EQUI PMENT, BRING I'T I N HOUSE, MAKE THAT TAPE

11 OURSELVES, SO THEN WE COULD ATTACH TO THE STRAP,
12 AND THAT'S HOWWE DI D I T.

13 I THINK AT THIS TI ME WHAT |' D LIKE
14 TO DO -- GENE, COULD YOU HELP ME? -- |'D LIKE TO
15 BRI EFLY GO THROUGH THE PROCESS THAT -- EVERYTH NG
16 " VE JUST DESCRI BED, HOW I T' S DONE AND HOW I T

17 REPRESENTS OUR BAG- MAKI NG PROCESS.

18 THE FI RST PI ECE OF EQUI PMENT THAT
V\E

19 START QUT WTH, OF COURSE, |S THE EXTRUDER, VH CH
20 YOU SAW WHERE THE PELLETS WERE GO NG | N THE BACK
21 END OF THE EXTRUDER. THERE IS A SCREW | NSI DE THE
22 EXTRUDER WHI CH | S HEATED. THE EXTRUDER | TSELF | S

23

HEATED. AS THOSE PELLETS GO I N, THE SCREWS TURN.



24 THOSE PELLETS ARE MOVI NG FORWARD THROUGH THE

OTHER
25 END OF THE EXTRUDER. AS THEY DO, THEY BECOME
MORE
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LIQUI D. THEY EVENTUALLY MELT. AND PRIOR TO
EXI TI NG AND -- EXCUSE ME -- BUT |'VE GOTI' A LITTLE
TOY HERE, AND | HAVEN T TRIED THI S BEFORE, BUT |IT
MGHT HELP IF IT WORKS. | T WORKS |F | HOLD MY
HAND STEADY.

ONCE WE GET TO THI'S PO NT, THE
OPPOSI TE END OF THE EXTRUDER, THE MATERI AL -- THE
PELLETS, AS YOU SAW THEM GO NG I N, THEY' RE SOLI D
PELLETS. NOW THEY' RE VERY FLUI D, VERY LI QUI D.
ONCE THEY GET TO THAT STAGE, AS THEY EXIT THE
SCREW THEY GO THROUGH WHAT' S CALLED A SCREEN
MECHANI SM AND THI' S SCREEN IS PRI MARI LY USED TO
SCREEN OUT -- IT'S JUST SMALL HOLES I N PI ECES OF
METAL AND I T'S USED TO STRAIN, |F YOU WANT TO USE
A DI FFERENT TERM OUT CONTAM NANTS, PARTI CLES,
DI RT, WHATEVER M GHT GET IN THE WAY OF MAKI NG GOOD
BAGS. |T DOESN' T GET EVERYTHI NG BUT I T CERTAI NLY
HELPS.

ONCE I T GOES THROUGH THI S SCREEN
PROCESS, THE MATERI AL THEN GOES UP THROUGH WHAT WV\E
CALL ADIE. [|IT S AN EXTRUSION, |I.E , IT"'S ROUND
| N APPEARANCE, AND IT HAS A SLOT, ClIRCULAR SLOT,
360 DEGREES AROUND THE TOP. THAT SLOT CAN BE

ANYWHERE FROM 30 THOUSANDTHS TO A HUNDRED
THOUSANDTHS THI CK. SO I T FORCES THAT PLASTI C,
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THAT MOLTEN PLASTI C, OUT THROUGH THAT SLOT. AND
THAT' S WHERE | T STARTS ESTABLI SHI NG THE PROCESS OF
THE BAG | TSELF.

IT MAY BE -- | T MAY BE UP TO A
HUNDRED THOUSANDTHS THI CK WHEN I T COMES OUT RI GHT
THERE; BUT THEN WHAT'S DONE | S THAT YOU BLOW Al R
| NSI DE AND THAT PRODUCES A BUBBLE. YOU RE BLOW NG
AlR I N THAT TUBE. AND A GOOD ANALOGY IS BLOW NG
SOAP BUBBLES. KIDS PUT SOAP I N THE WATER.  VHEN
YOU BLOW A BUBBLE, THAT'S THE SAME EFFECT YOU GET
HERE. YOU RE BLOW NG A BUBBLE. VWHEN YOU BLOW THE
BUBBLE, YOU RE PUTTI NG Al R I NSI DE TO EXPAND I T.

THAT DOES TWO THI NGS. I T
ESTABLI SHES THE W DTH OF THE BAG WHAT YOU WANT | T
TO BE AS FAR AS THE FI NAL DI MENSI ON OF THAT
PARTI CULAR BAG THAT YOU ARE MAKI NG, AND I T ALSO
THINS | T OUT FROM COM NG OUT OF THE DI E AS A VERY
THI CK MATERIAL. | T THINS IT OQUT TO THE THI CKNESS
THAT YOU WANT I'T TO BE WHEN | T ENDS UP TO BE A
FI Nl SHED BAG. SO THAT'S THE PRI MARY EFFECT OF THE
EXTRUDER |'S THAT I T MELTS THE MATERI AL, THE
I NI TI AL PORTI ON OF THE BAG, AND THEN I T GOES TO
THE COOLI NG TOANER. AND THE COOLI NG TOWER | S

WHAT I T SAYS.



25
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MOST OF TI ME - -
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MANUFACTURER TO MANUFACTURER. MOST OF THE TI ME
THEY' RE 35 TO 40 FEET TALL OR UP I NTO THE Al R
AND THAT'S TOCOOL IT, GVE IT SOVE TI ME TO COQOL.
YOU BLOW SOVE AIR ON I T, SOVE CHILLED AIR TO HELP
COOL I T. THAT SETS THE MATERI AL SO THAT I T'S NOT
REAL TACKY; AND WHEN YOU THEN COLLAPSE | T AND
FLATTEN I T AGAINST | TSELF, IT WONNT STICK ORI T
WON'T MELT TO IT.

ONCE I T'S BEEN I N THE COOLI NG

THEN YOU BRI NG I T BACK ON DOWN THROUGH A SERI ES

ROLLERS. IT'S FLATTENED OUT. THERE ARE ROLLERS
UP AT THE TOP OF THE COOLI NG TONER THAT FLATTEN

OUT ENOUGH THAT I T KEEPS ALL THE Al R THAT YOU VE
BEEN BLOW NG | NTO BACK DOWN | N THAT BUBBLE. YQU
DON' T WANT Al R BETWEEN THOSE LAYERS.

AS I T COMES QUT OF THE COOLI NG

BACK DOWN TO THE FLOOR, | T GOES THROUGH THE NEXT
MACHI NE, WHICH IS CALLED A BAG MACHI NE. AND A

MACHI NE |'S JUST WHAT I T SAYS. | T MAKES THE
MAJORI TY OF THE BAG AS THE BAG | S REALLY



21 REPRESENTED I N A FI NE PRODUCT. THI S DOES THREE

22 THI NGS. AND THERE ARE DI FFERENT TYPES OF BAG
23 MACHINES. THIS IS THE TYPE THAT WE USE. A LOT
OF

24 PEOPLE USE THI S TYPE. THERE ARE OTHER PEOPLE
THAT

25 USE A LITTLE BI'T DI FFERENT CONFI GURATI ON OF
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1 MACHI NE.
2 ESSENTI ALLY WHAT I'T DOES IS THAT I T
3 PUTS -- FIRST OF ALL, RIGHT HERE IN TH S ROTARY
4 MECHANI SM THERE IS A SEAL BAR.  THAT GOES
5 ACRCSS -- THAT EXTENDS ACROSS THE FULL W DTH OF
6 YOUR BAG AS YOU RE BRI NG NG THE FI LM DOWN.
THAT
7 SEAL BAR COMES AROUND AT A PREDETERM NED
8 REVOLUTI ON AND PUTS THE HEAT SEAL ACROSS WHAT
W LL
9 BECOME THE BOTTOM OF THE BAG.
10 AS I T EXITS THAT ROTARY HEAT
SEALER,
11 | T GOES UP THROUGH SOVE OTHER ROLLERS AND
STARTS
12 THROUGH HERE WHAT WE CALL FOLDI NG BARS. THE
13 FOLDI NG BARS DO EXACTLY THAT. I T STARTS OUT
W TH
14 A BAG OR A FILM THAT'S THIS WDE. AS IT COMVES
outr
15 OF THE TOWER, YOU HEAT SEAL IT. THEN VWHEN YQU
16 FOLD I'T, I'T MAY FOLD IN TWO, THREE PLACES I N
ORDER
17 TO ACHI EVE THE FI NAL W DTH THAT YOU ARE GO NG

TO



18 END UP WTH WHEN I T'S ON A ROLL AND PUTTING I T

19 | NTO A PACKAGE. THAT'S THE ONLY THI NGS THAT
THE

20 FOLDI NG BARS DO.

21 AFTER I T EXITS THE FOLDI NG BARS
AND

22 | T BECOVES A SMALLER W DTH, | T NOW GOES THROUGH
A

23 ROLLER AND WHAT WE CALL A PERFORATI NG BLADE,
24 NOTHI NG MORE THAN A KNI FE, REVOLVI NG KNI FE,
THAT' S

aERE TI MED SO THAT THE DI STANCE FROM THE SEAL TO
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| S CALCULATED SO THAT THE TI M NG PUTS THE
PERFORATI ON RI GHT NEXT TO THAT SEAL THAT YOU
ALREADY PUT IN AT THE OTHER END OF THE MACHI NE.

AT TH 'S PO NT YOU HAVE A COVPLETE
BAG FOR ALL PRACTI CAL PURPOSES. AS I T EXITS THAT
THAT'S A BAG. THEY' RE JUST ALL STRUNG TOGETHER
W TH PERFORATI ONS HOLDI NG THEM TOGETHER SI MPLE
WHERE YOU PULL APART TO USE ONE BAG AT A TI ME.

THE DI FFERENCE HERE, OF COURSE, | S
NOW WE GO I NTO THE STRAP MACHI NE. NORMALLY WE
WOULD GO I NTO OQUR W NDERS. BEFORE WE HAD A STRAP
MACHI NE, AND LI KE A LOT OF OTHER PEOPLE, WE USED A
W NDER. YOU WND IT ON A ROLL, PULL THE LAST ONE
APART, WHATEVER THE COUNT IS GO NG TO BE, THAT
GOES IN THE BOX. THAT'S A FINAL LI NE THAT MAKES A
VWHOLE BAG.

I N I NSERTI NG A DI FFERENT STRAP ON,
WE BRI NG THE WEB | NTO THE STRAP MACHI NE. FI RST OF
ALL, I'T GOES | NTO WHAT' S CALLED A WEB GUI DE. PART
OF OUR PROCESS REQUI RED SUCH PRECI SI ON THAT ONE OF
THE PROBLEMS WAS THAT WE HAD TO PUT THE STRAP ON
THE EDGE OF THE BAG BECAUSE YOU RE SEALI NG TWO
LAYERS OF BAG TOGETHER. | F YOU PUT | T ANYPLACE

ELSE, I'T WLL SEAL ALL THE WAY THROUGH. YOU CAN
OPEN THE BAG AND YET IT WLL BE SEALED TO TWO
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LAYERS, AND YOU COULDN T OPEN I T ALL THE WAY. WE
HAD TO KEEP THE SEAL ON THE EDGE, AS CLOSE TO THE
EDGE AS PGSSI BLE, | N ORDER TO DO THAT BECAUSE - -
YOU CANT SEE IT IN TH S FILM -- WHEN THI S
MATERIAL IS RUNNING | T 'S SLI PPI NG AND SLI DI NG ALL
OVER THE PLACE. AND |IT HAS A TENDENCY TO KI ND OF
WEAVE DOWN THROUGH THE MACHI NES.

NOW I T M GHT NOT MOVE MORE THAN
HALF I NCH OR SO EI THER DI RECTI ON, BUT I T DCES
MOVE. WE DON' T ALLOW THAT. |IT HAD TO BE MORE
PRECI SE. SO WE PUT AN EDGE GUI DE OR WEB GUI DE ON
THE FRONT, AND THAT' S DESI GNED TO CONTI NUALLY,
JUST AS THI S I'S RUNNI NG THROUGH THE MACHI NE, TO
MAI NTAIN A POSI TION OF THI S EDGE AT THE EXACT SAME
SPOT EVERY TI ME VWE BRI NG A SEAL DOWN OR EVERY TI ME
WE BRI NG THE STRAP DOWN TO SEAL I T. AND THAT WE
TRY TO MAI NTAIN PLUS OR M NUS 50 THOUSANDTHS. YCQU
GET ANY FURTHER OUT, YOU GET THE STRAP TOO FAR,
CLOSI NG OFF SOVE OF THE BAGS, AND CUSTOMERS
COVPLAI N.

ONCE WE ESTABLI SHED THE SI DE
REG STRATION ON I T, THE NEXT STEP IS THAT I T GOES
| NTO THI' S ROLLER RI GHT HERE, AND THAT'S TORQUE OR

TENSI ON CONTROL. ONE OF THE PROBLEMS THAT WE
FACED THAT WE HAD TO SOLVE I N THE BEG NNI NG I N
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PUTTING THIS MACHI NE I N THE LI NE WAS THAT WE
ALREADY HAD OTHER MACHI NES. THOSE OTHER MACHI NES
HAVE THEI R OMAN | DI OSYNCRASI ES, VWHI CH MEANS THAT
THEY MOVE. THEY HAVE -- THE WEB MOVES FROM ONE
PO NT TO ANOTHER. MAYBE SOVETI MES TOO MJUCH FOR
OUR PROCESS.

TH'S ROLLER RI GHT HERE HAS A MOTOR
ONIT. [IT S DESIGNED TO HELP COVPENSATE FOR SQVE
OF THAT SLI PPAGE ON THAT WEB AS COMES | T OUT OF
THE BAG MACHINE. | F THERE' S ANY DEVIATION TO I T
COM NG QUT OF THERE, WE FI X IT RIGHT HERE. WE FI X
| T THERE BECAUSE WE HAVE TO HAVE THE BAG I N AN
EXACT SPECI FI C LOCATI ON WHEN WE PUT THI S STRAP ON.

NOW ONCE AGAI N, THE MATERI AL | S
WEAVI NG THROUGH THAT ROLLER, AND THI'S WEB | S
CONSTANTLY MOVI NG -- GENE SAID IT DI D STOP. YQU
NEVER STOP THE FILM IN THE LI NE WHEN YOU RE
PRODUCI NG BAGS. YOU REALLY CAN T. THE EXTRUDER
DOESN' T STOP. | T KEEPS SPI TTI NG THAT STUFF OUT.
SAME THING. COULDN T STOP THE WHOLE WEB. HOW
COULD WE STOP | T AT ONE | NSTANCE VWHEN WE PUT THAT
STRAP ON OR WHEN WE WANT TO PUT THAT STRAP ON AND
ONLY THAT | NSTANCE, BUT YET EVERY PLACE ELSE THE

FILM IS MOVI NG?
USUALLY THERE' S EASY METHODS OF
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DA NG THAT. ONE WE JUST SI MPLY CALL A MECHANI CAL
ACCUMULATOR. YOU STOP THE WEB IN THI' S POSI TI ON
HERE, BUT |IT KEEPS COM NG I N AND I T KEEPS GO NG
QUT. WE COULDN' T DO I'T W TH MECHANI CAL MEANS
BECAUSE | T ALREADY HAD PERFORATI ONS, AND | T WOULD
TEAR THEM APART BECAUSE THERE WAS TOO MJCH TENSI ON
ON THE BAGS.

WHAT WE DI D WAS W CAME UP WTH A
UNI QUE DESI GN OF VACUUM CHAMBERS THAT WE' RE
PULLI NG Al R THROUGH HERE. AS THI S PORTI ON OF THE
BAG STARTS IN, IT'S PULLED DOWN BY VACUUM AND THAT
KEEPS | T TAUGHT. WHEN THE EXACT MOMENT COMES UP,
| TS COMPUTER CONTROLLED, THAT WE WANT TO STOP THE
BAG, |IT STOPS ON THI S ROLLER Rl GHT HERE, THE
CENTER ROLLER. ALL THE REST OF THE FILM IS STILL
MOVI NG, BUT THAT ONE POSI TI ON STOPS.

AT THAT PO NT, AND THAT'S WHAT YQU
SAWIN THE VI DEOQ, THAT'S WHERE THE STRAP SEAL HEAD
COMVES DOWN, HEATS THE STRAP SEAL HEAD AND PUTS THE
STRAP ON THE BAG PERMANENTLY. AS IT EXITS, |IT
GOES THROUGH ANOTHER TENSI ON CONTROLLER, AND THAT
TENSI ON CONTROLLER THEN TAKES I'T | NTO THE W NDER.
THI S | S PROBABLY THE MOST DI FFI CULT PART OF THE

WHOLE PROCESS, AND THAT WAS RI GHT HERE PUTTI NG THE
HEAT SEAL ON BECAUSE WE HAVE TO DO A COUPLE OF
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THI NGS.

ONE IS THAT WE HAVE A SUPPLY ROLL OF
STRAP MATERI AL. THE SUPPLY ROLL OF STRAP NMATERI AL
'S MOUNTED ON TOP OF THE MACHI NE. THAT MATERI AL
| S ALREADY MADE UP ON A LARGE ROLL, WHATEVER THE
W DTH OF THE STRAP IS GO NG TO BE. WE BRI NG THAT
MATERI AL DOWN | NTO THE TOP PORTI ON OF THE MACHI NE,
AND WE HAVE A SHEAR OR A KNI FE BLADE RI GHT HERE,
AND THAT KNI FE BLADE COVES DOWN AND CUTS THAT
STRAP ROLL OFF I N ONE-1 NCH W DTH OR THREE- QUARTER
WDE, | THHNK IT IS. AND THEN IT TAKES EACH ONE
OF THESE AND MOVES THEM I NTO A POSI TI ON RI GHT
BELOW THE HEAT SEAL HEAD.

I T STAGES THHS AND I T HAS TO BE
STAGED AT THE EXACT MOMENT THAT WE' RE STOPPI NG THE
FI LM ON THAT ROLLER SO THAT AT THAT | NSTANCE FOR
120 M LLI SECONDS, WHICH | S THAT LONG, THE HEAT - -
THI'S STOPS AND THE HEAT SEAL HEAD COVES DOWN, WE
PUT THE STRAP ON, AND THEN | MMEDI ATELY HAS TO
ACCELERATE THE FI LM UP TO 3800 RPM I N ORDER TO
MOVE | T OQUT FAST ENOUGH THAT THE NEXT BAG CAN COVE
| NTO PLACE. SAME PROCESS AGAIN SO THAT WE CAN
STOP I T AT THE EXACT SPOT AND STI LL PUT THE HEAT

SEAL ON.
IT TOOK A YEAR AND A HALF FOR OUR
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1 COWUTER EXPERT JUST TO WRI TE THE PROGRAM TO DO

2 ALL OF THESE THI NGS. AND THAT I SN' T EVEN ALL OF

3 | T BECAUSE THERE' S THI NGS BEHI ND THE SCENES THAT

4 YOU CAN'T SEE HE HAS TO ACCOWPLI SH. SO WE' RE

5 BRI NG NG THE STRAP MATERI AL I N AS A SEPARATE

6 SOURCE. | T HAS TO BE TI MED PERFECTLY I N AN EXACT
7 POSI TION W TH A CUTOFF, REPEAT, AND THEN WE SEAL
8 | T. AND WE ONLY HAVE THAT LONG TO SEAL IT. IT

9 HAS TO SPEED UP FAST ENOUGH TO CATCH UP W TH THE
10 REST OF THE FI LM THAT MAY BE RUNNI NG 400 FEET A
11 M NUTE.
12 YOU KNOW ONE OF THE THI NGS YOU
13 M GHT BE I NTERESTED IN, AND |I'D LI KE TO SHOW YOQU
14 IF YOU DONNT MND. THI S IS HEAT SEAL. IT' S --
15 THIS I S WHAT WE HEAT. WE HEAT THESE HEADS UP, AND
16 THESE HEADS THEN ARE WHAT IS I N THAT MECHANI SM
17 THAT COMES DOWN TO PUT THAT SEAL ON. ONE OF THE
18 DI FFI CULTIES WTH THI S AND THE PRECI SI ON THAT' S
19 REQUI RED | S WHERE THAT ROLLER | S RI GHT THERE,
20 THAT'S A 4-1 NCH DI AMETER ROLLER.  THAT MEANS THAT
21 | T"S CURVED. NORMALLY VWHEN HE HEAT SEAL A BAG
22 WHETHER YOU DO AT THE BOTTOM OR ANYPLACE ELSE, YQU
23 DO IT ON A FLAT SURFACE. WE COULDN T DO THAT. WE
24 HAVE TO DO IT ON A ROLLER.

N
(03]

SO WHEN | PASS THI S AROUND, YOU LL
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1 SEE THAT I T'S WHAT YOU CALL A COVPOUND CURVE. AND
2 HERE AGAIN IS ONE OF THE DI FFI CULTI ES I N THAT THE
3 MACHI NI NG OF THIS HAS TO BE SO PRECI SE THAT I T

4 CAN' T BE OFF MORE THAN FI VE TO EI GHT THOUSANDTHS

5 ALL THE WAY ARCUND THI S SURFACE BECAUSE WE ONLY

6 HAVE THE THI CKNESS OF THI S, AS YOU SAW I N THAT

7 BAG VWH CH IS ABOUT 60 THOUSANDTHS. WE ONLY HAVE

8 THAT AMOUNT TO SEAL W TH.

9 I F ANY PORTI ON OF THAT M SSES BEI NG
10 SEALED, | T DESTROYS THE | NTEGRI TY OF THE SEAL AND
11 W LL EASILY PULL OFF THE BAG. WE CAN'T HAVE I T
12 MSS. | T HAS TO SEAL EVERY TI ME.

13 NOW WE HAVE MORE SEAL IN THI S THAT
14 | DIDN T MENTION. ONE OF THE PROBLEMS, THE FI RST
15 PROBLEM WE HAD, IS HOW DO WE KEEP THE STRAP

I NSI DE

16 THE BAG UNTIL IT'S WOUND UP. WE ENDED UP HAVI NG
17 TO PUT ANOTHER SEALER I N THE SAME PLACE EXCEPT
AT

18 THE OPPOSI TE END OF THE BAG. AND | PASSED
AROUND

19 AN EXAMPLE OF ONE OF THOSE. | T HAS SEVERAL

PO NTS

20 THAT ARE STI CKI NG UP. NOW THAT' S A BI GGER

PROBLEM



21
22
23

24
25

BECAUSE THE FI RST PART IS ENOUGH OF A PROBLEM I N
TRYI NG TO SEAL THROUGH TWO LAYERS OF DI FFERENT
GAUGES, DI FFERENT THI CKNESS, W THOUT MELTI NG

THROUGH AND MAKI NG HOLES.
BUT I N ORDER TO KEEP THAT STRAP
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1 SO THAT I'T WOULDN' T COVE UP, IF I T COVES UP AND
2 GOES THROUGH REST OF THE MECHANI SM | T LAYS QUT,
3 GETS CAUGHT I N THE MACHI NERY, AND PULLS I'T OFF.
4 SO WE HAD TO LI GHTLY SEAL THI S AT THE OTHER END
5 JUST LONG ENOUGH SO I T WOULD STAY THERE VWHI LE THE
6 BAG S BEI NG WOUND UP. BUT WE COULDN T GO THROUGH
7 TWO LAYERS. | T CAN ONLY HIT ONE. THAT'S THE
8 PRECI SI ON THAT' S REQUI RED. @ WE COULD ONLY LI GHTLY
9 HEAT SEAL TO ONE LAYER I N ORDER TO MAKE THAT
10 HAPPEN.
11 A COUPLE OTHER -- SOVE OF THE
12 CRI TI CAL ELEMENTS THAT ARE | NVOLVED HERE, YOU
13 CAN' T ALLOW WRI NKLES.  CAN' T BE ANY CRI NKLES I N
14 THE BAG. AS I T STOPS AT THAT ROLLER, | F THERE
15 ARE, IT WONT SEAL. CAN T BE ANY AIRINIT. IF
16 THERE IS, I'T WON T SEAL. | F THERE'S DI RT
17 PARTI CLES I N THE MATERI AL AT THE TI ME THAT SEAL
18 MECHANI SM OR THAT SEAL HEAD THAT | SENT AROUND,
19 THE LEAST LI TTLE BI'T THAT | NTERRUPTS THAT SEAL
20 W LL THEN PRODUCE A HOLE, WHI CH THEN W LL
PRODUCE
21 A FAILURE IN THE STRAP WHEN | T' S PULLED TI GHT
AND
22 THEN STRETCHED AROUND.

23 WE ALSO HAVE TO USE NONCONDUCTI VE



24 MATERI ALS THERE SO THAT | T DOESN T HEAT - -
25 OVERHEAT WHAT' S SUPPOSED TO BE SO PRECI SE WHEN
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YOU RE DEALI NG W TH GAUGES THAT ARE THAT SMALL,
THAT THIN. | T REQUI RES NOT ONLY TOTAL COWPUTER
CONTROL, BUT I'T CAN' T ALLOW ANY VARI ATION I N THE
FI LM THAT GOES THROUGH I'T. THAT'S THE REASON
WE' VE ALWAYS USED A VIRG N FI LM THAT' S A HUNDRED
PERCENT FROM ONE SOURCE TOTAL VIRA@ N. THERE WAS
NO CONTAM NATI ON OR OTHER MATERIALS IN IT. MWE
ALREADY KNOW VWHAT THE MELT TEMPERATURES ARE OF
THAT MATERI AL. WE HAVE EVEN TRIED TO BLEND | T
W TH OTHER MATERI ALS, AND I T CHANGES I T JUST
ENOUGH SLI GHTLY THAT I T STILL WLL NOT WORK AND V\E
CANNOT SEAL THE BAG.

ONE OF THE -- ONE OF THE COVPARI SONS
THAT OR ONE OF THE QUESTI ONS THAT CAME UP WAS
ABOUT THE DRAWSTRI NG. | THI NK GENE MENTI ONED THE
DRAWSTRI NGS. THERE'S A SEAL MECHANI SM THERE | N
THAT. |'D LIKE TO SHOW YOQU A LI TTLE BIT ABOUT THE
DRAWSTRI NG AND HOW I T DOES COMWPARE TO THI S
PROCESS.

DRAWSTRI NG BAG, THIS IS A TYPI CAL
DRAWSTRI NG BAG. A LOT OF PEOPLE MAKE THEM

EVEN MADE THEM ONE TI ME OURSELVES. WE MADE

UNTI L WE DEVELOPED THE STRAP TO BECOME A



SALABLE

24 PRCDUCT BECAUSE WE FELT, IN OUR OPINION, IT
WAS A

25 BETTER PRODUCT THAN THI S ONE WAS AND,
THEREFORE,
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22

23
THAT

AT THAT TI ME THEN WE STOPPED MAKI NG THESE.

WHEN THI S DRAWSTRI NG OR STRAP
MATERI AL HERE | S SEALED | NTO THE BAG, THESE BAGS
RUN THROUGH THAT PRODUCTI ON LINE A LITTLE BIT
DI FFERENT. THEY RUN THROUGH WHAT | CALL SI DEVWAYS
BECAUSE THEY' RE SEALI NG ACROSS THE SI DES OF THE
BAG AND WE' RE SEALI NG ACROSS THE BOTTOM IN THI' S
PROCESS THE STRAP IS PUT I N BACK PRI OR TO THE BAG
MACHI NE, AND IT'S DONE BY A MACHI NE THAT'S CALLED
A DRAWSTRI NG MACHI NE.  WHEN | T GOES THROUGH THE
SAME HEAT SEAL MECHANI SM THAT SEALS THE SI DES OF
THE BAG TO CLOSE THEM OFF, THI S STRAP OR THE
DRAWSTRI NG MATERI AL |'S TRAPPED BETWEEN THOSE
LAYERS OF BAGS AND SEALED THROUGH AT THE SAME
TIME. | TS A CONTI NUOUS RUNNI NG LENGTH OF
DRAWSTRI NG TAPE, AND | T GETS SEALED AT THE SAME
TIME I N THE SAME PROCESS THAT YOU RE SEALI NG THE
WHOLE BAG.

NOW SOVETHI NG REAL | NTERESTI NG
ABOUT THIS. WME LOOKED AT THIS I'N, | THI NK,

1993 WHEN WE WERE STARTI NG TO GET | NTO THE
ADHESI VE STRAP PROGRAM  WE THOUGHT MAYBE THERE
WAS A BETTER WAY OF PUTTI NG THAT STRAP ON SO



24 | T WOULD BE STRONGER BECAUSE WE STI LL GOT
25 COVWPLAI NTS THAT ON THI NNER BAGS, | T WAS EASI ER
TO
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PULL I T OFF. WE FELT THAT THE BEST WAY THAT YQU
COULD DO I T WoULD BE TO TRAP THE BAG BETWEEN THE
STRAP, NOT HAVE THE STRAP JUST ON ONE SIDE. |IF
YOU TRAPPED | T BETWEEN THE STRAP, TRAP THE BAG
BETWEEN I T SO YOU HAD A STRAP ON ONE SI DE AND A
STRAP ON THE OTHER, I'T WAS PERFECT TO SEAL THROUGH
BECAUSE | T WAS MUCH EASI ER TO DO. | T WOULD THEN
MELT THROUGH BOTH LAYERS OF STRAP, NOT JUST THE
BAGS, AND I T WOULD HOLD I T MJUCH TI GHTER AND I T' D
BE VERY DI FFI CULT TO PULL OFF.

VELL, THAT'S THE CONCEPT BEHI ND
DRAWSTRI NG BAGS. | T TRAPS THE STRI NG BETWEEN THE
LAYERS. AND AS YOU WLL SEE, IF I CAN QUI T
FUMBLI NG AROUND HERE, EVEN IF -- EVEN I F YOU TEAR
THE BAG MATERI AL AWAY FROM THE STRAP WHERE | T' S
HEAT SEALED, | T STILL HOLDS Tl GHT. THAT'S THE
| NTEGRITY OF | T BECAUSE | T'S STILL SEALED TO
| TSELF.

| F WE COULD HAVE MADE THAT HAPPEN,
WE' D HAVE BEEN -- WE' D HAVE HAD EVEN A BETTER
PRODUCT THAN WE THI NK WE HAVE TODAY. WE TRIED TO
WORK ON THE DESI GN TO DO THAT. | T WAS NOT
POSSI BLE W TH THE CURRENT EQUI PMENT. AND AT THAT

TI ME WVE HAD ALMOST 40 MACHI NES ALREADY | N
PRODUCTI ON. WE COULD NOT COVE UP WTH A WAY OF
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TRAPPI NG THE STRAP AROUND THE BAG W THOUT
COVPLETELY REDESI GNI NG AND BUI LDI NG A NEW PI ECE OF
EQUI PMENT. | F WE COULD HAVE DONE | T, WE'D HAVE
DONE BECAUSE THAT HELPS -- MAKES A Bl G DI FFERENCE.

WHEN -- GENE, YOU M GHT WANT TO,
PLEASE. THIS IS THE LAST MACHI NE I N THE LINE I N
THE PROCESS. NOW | NSTEAD OF THREE MACHI NES, WE
HAVE FOUR BECAUSE OF THE STRAP MACHI NE. AS SOON
AS THE BAGS EXIT THE STRAP MACHI NE, THEY NOW ARE
NOT ONLY A BAG, BUT THEY HAVE A STRAP ON THEM
THEY GO I NTO THE WNDER, AND THHS IS A SI MPLE
PROCESS OF JUST W NDI NG THE ROLLS TO WHATEVER THE
COUNT IS THAT YOU WANT. | T PULLS THEM APART, THE
OPERATOR TAKES THEM OFF AND DROPS THEM I NTO A BOX,
AND NOW WE HAVE A FULL STRAP BAG.

THE ONLY THI NG THAT WE DO A LI TTLE
DI FFERENT IS WE ADJUST FOR, AGAI N, THE BAG MACH NE
VARI ATI ONS AND THE W NDER VARI ATI ONS. STRAP BAG
MAKING | S A VERY, VERY PRECI SE PROCESS. WE DIDN T
HOPE FOR I T TO BE DESI GNED I N THE MANNER THAT | T
WAS THAT PRECI SE. THAT'S JUST THE WAY | T WORKED
OUT, AND THAT'S THE BEST WE COULD DO WTH I T AT
THE TI ME, AND WE HAVE CONTI NUED TO DEVELOP | T

FURTHER.
THE PRECI SI ON, OF COURSE, MAKES | T
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1 MORE DI FFI CULT BECAUSE WE' D LOVE TO RUN LESSER
2 EXPENSI VE MATERI ALS THAN WHAT WE CURRENTLY RUN TO
3 MAKE STRAP BAGS WTH. I T WOULD CUT QUR COST DOV
4 AND I T'D CUT THE PRI CE DOAN ON STRAP BAGS. BUT
5 BECAUSE OF THESE DETAI LS AND THE PRECI SI ON W TH
6 HOW THAT' S PUT ON AND THE | DI OSYNCRASI ES OF THE
7 HEAT SEAL IN THAT I T CAN' T ALLOW ANYTHI NG TO
8 DI SRUPT IT, |IT MAKES | T EXTREMELY DI FFI CULT TO DO
9 THAT.
10 WE' VE TRI ED BLENDI NG EVEN DI FFERENT
11 VI RG N RESI NS THAT WE BUY FROM VARI OQUS SUPPLI ERS
12 BECAUSE WE ARE ALWAYS TESTI NG RESINS. WE' RE
13 ALVAYS TRYI NG TO COVE UP WTH A BETTER ONE, A
14 DI FFERENT ONE, SOVETHI NG THAT WLL d VE US MORE
15 BENEFI T, MORE VALUE, LOWER COST. WE'VE TRIED
16 DI FFERENT ADDI TI VES.  WHEN WE' VE TRI ED RUNNI NG
17 PCR, VWH CH WE HAVE RUN A CONSI DERABLE AMOUNT OF
18 DI FFERENT TYPES OF PCR FROM A NUMBER OF
DI FFERENT
19 SOURCES, WE' VE ALWAYS TRI ED BLENDI NG THEM
WE' VE
20 TRI ED USI NG THEM JUST STRAI GHT AS THEY COVE FROM
21 THE PCR MANUFACTURER, BUT WE' VE NOT BEEN ABLE TO
22 ACCOWPLISH IT WTH A STRAP BAG VE CANNCT PUT A
23 STRAP BAG ON USI NG A DI FFERENT MATERI AL THAN

VWHAT



24 WE' RE USING I N THE VI RG N RESI N.
25 THE TOLERANCES ARE NARROW THE
MELT
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1 TEMPERATURES ARE DI FFERENT BETWEEN HI GH DENSI TY,
2 LOW DENSI TY, LINEAR LOW THEY' RE ALL DI FFERENT.
3 WE USE, AS |'M SURE YOU ALREADY KNOW WE USE A
4 LI NEAR LOW HUNDRED PERCENT VI RG N.

5 THE -- DURI NG THE LAST THREE
YEARS,

6 AT LEAST THE LAST THREE, WE HAVE MADE CONTI NUOUS
7 EFFORTS, AND | THI NK WE' VE MADE EVEN SOVE
EXTREME

8 EFFORTS, I N TRYI NG TO DEVELOP A WAY TO PUT PCR
I N

9 A STRAP BAG, NOT ONLY BECAUSE OF THE NUMBER OF
10 SOURCES THAT WE' VE SOLI CI TED SAMPLES AND

11 | NFORMATI ON FROM - - GENE HAD MENTI ONED | T WAS
12 SOMEPLACE | N EXCESS OF 50 SOME DI FFERENT

13 SOURCES -- WE' VE EI THER TESTED OR TALKED TO OR
14 TRIED TO GET SUPPLI ES FROM OVER THE LAST FI VE
15 YEARS. NOW THAT'S NOT TO SAY THAT WE' VE HAD TO
16 GO THROUGH ALL THOSE PEOPLE JUST TO FI ND PCR
THAT

17 WLL GO I NTO OQUR OTHER BAGS, NONSTRAP BAGS.

18 THAT' S NOT THE PROBLEM

19 THE PROBLEM IS FI NDI NG ONE THAT' S
20 COWPATI BLE W TH THE STRAP. WE ARE -- WE VE NVADE
21 CONTI NUED EFFORTS, NOT ONLY THE LAST THREE

YEARS,



22
23
THE
24

CAN
25

BUT WE' RE STILL TODAY. WE HAVE AN ONGOING R & D
PROGRAM THAT THE CONTI NUATI ON OF THAT, ONE OF

GOALS IS TO TRY TO FI GURE OUT IS THERE A WAY,

VE COVE UP WTH A DI FFERENT ADDI TI VE TO PUT | NTO
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OUR VIRG N RESINS, IS THERE ANOTHER KI ND OF A
BLEND W TH A VI RGI N RESI N?

VWE WORK W TH THE SUPPLI ERS THAT WV\E
HAVE BEEN BUYI NG FROM FOR A NUMBER OF YEARS, AND
THEY PROVIDE A LOT OF HELP. BUT TO THI S DAY WE
STILL DON' T HAVE THAT SOLUTI ON. AS OF NOW W\E
SIMPLY CAN T DO WE' RE STILL TRYING WE THI NK WE
CAN. |I'M NOT SURE WHEN THAT' S GO NG TO BE. RI GHT
NOW I TS NOT | N THE NEAR FUTURE.

THE -- YOU KNOW WE' VE ALREADY
DI SCUSSED MOST OF THE REASONS. PRIMARILY IS IT'S
A DI FFERENCE | N THE BASE RESI NS THAT ARE USED | N
MAKI NG UP PCR THAT BECOMVE | NCOWPATI BLE W TH OUR
STRAP PROCESS. THEY' RE NOT | NCOVPATI BLE
NECESSARI LY WTH OUR FI LM OR OUR RESIN. WE' RE NOT
SAYI NG THAT. I TS | NCOVPATI BLE I N TRYI NG TO PUT A
STRAP ON BECAUSE OF THI S PROCESS THAT WE GO
THROUGH TO DO THI S.

THI'S MACHI NE REPRESENTS -- WE
STARTED IN "85. IT'S "97. WE FI N SHED BUI LDI NG
THE LAST MACHI NES I N EARLY '95. WE' VE CONTI NUED
TO MODI FY THEM  WE STILL DO TODAY. I T'S A H GHLY
PRECI SE COMPUTER CONTROLLED PI ECE OF EQUI PMENT.

AS A MATTER OF FACT, IT'S PROBABLY ONE OF THE
LOVWEST MAI NTENANCE PI ECES OF EQUI PMENT THAT WE
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1 HAVE I N BOTH OF OUR PLANTS BECAUSE OF THE WAY | T
2 WAS PUT TOGETHER. | T ACTUALLY TROUBLESHOOTS
3 | TSELF AND AUTOMATI CALLY ADJUSTS FOR DI FFERENT
4 Cl RCUMSTANCES. THE ONLY ONE WE HAVEN T BEEN ABLE
5 TO MAKE I T ADJUST FOR | S PCR. WE' RE WORKI NG ON
6 | T, AND WE' RE TRYI NG TO COVE UP WTH A WAY OF
7 DA NG I T.
8 | REALLY APPRECI ATE YOUR TI ME, AND I
9 APPRECI ATE YOUR PATI ENCE I N LI STENI NG TO OUR
10 DESCRI PTI ON OF WHAT WE DO AND HOW WE TRY TO DO I T.
11 THANK YOU.
12 CHAI RMAN PENNI NGTON: THANK YOU, MR.
13 RUTLEDGE. WE'RE GO NG TO TAKE A FI VE- M NUTE BREAK
14 HERE WHI LE WE CHANGE THE PAPER.
15 (RECESS TAKEN. )
16 CHAl RVAN PENNI NGTON: WE' RE BACK I N
17 SESSI ON HERE. NOW WE' RE GO NG TO HEAR FROM
JERRY
18 SM TH.
19 MR, SM TH: GOOD MORNI NG
FORTUNATELY |
20 DON' T HAVE TO PASS A TEST ON THE STRAP
TECHNOLOGY
21 I N ORDER TO KEEP MYy JOB. MY NAME | S JERRY
SM TH.

22 CHAI RMAN PENNI NGTON:  ME NEI THER.



23 MR SMTH: | WON' T TELL YOU WHAT

WE DO
24 W TH DI SCI PLI NED EMPLOYEES AT THE COMPANY.

25 MY NAME |'S JERRY SM TH, AND
"M THE
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1 EXECUTI VE VI CE PRESI DENT AND CHI EF OPERATI NG
2 OFFI CER OF | RONCLAD. | WANT TO THANK THE
BOARD
3 FOR G VI NG ME THE OPPORTUNI TY TO TESTI FY
REGARDI NG
4 | RONCLAD' S APPLI CATI ON FOR AN ADM NI STRATI VE
5 VARI ANCE FOR OUR BAGS W TH ADHESI VE HEAT-
AFFI XED
6 STRAPS. MY TESTI MONY, ALONG W TH THE OTHER
7 EVI DENCE WHI CH HAS BEEN | NTRODUCED, CLEARLY
8 DEMONSTRATES, WE BELI EVE, THAT | RONCLAD | S
LEGALLY
9 ENTI TLED TO AN ADM NI STRATI VE VARI ANCE FOR
THE
10 PERI OD JANUARY 1, 1997, THROUGH DECEMBER 31,
1998,
11 BECAUSE OF FACTUAL, PRACTI CAL, AND

TECHNOLOG CAL

12 REASONS, AND ALSO BECAUSE OF REASONS OF
FAI RNESS

13 AND EQUI TY.

14 I FIRST WANT TO TELL YOU A
LI TTLE

15 BIT MORE ABOUT | RONCLAD. I T IS A SMALL

CALI FORNI A



16 COWPANY VWHICH | S PRI VATELY OWNED. | T HAS

BEEN

17 UNDER THE SAME OMNERSHI P SI NCE 1984. IT IS
NOT

18 OMNNED BY A Bl GGER COWPANY. WE HAVE

MANUFACTURI NG

19 PLANTS | N BOTH TUSTI N I N ORANGE COUNTY,

20 CALI FORNI' A, AND | N SHREVEPORT, LOUI SI ANA.
THE

21 COVPANY EMPLOYS APPROXI MATELY 50 PEOPLE I N
TUSTI N.

22 SOVE OF THOSE EMPLOYEES HAVE BEEN W TH US
SI NCE

23 1984.

24 SINCE IT IS PRI VATELY HELD, |IT
DOES

25 NOT RELEASE REVENUES OR SALES FI GURES OR
OTHER
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| NFORMATI ON ABOUT | TS SALES OR MANUFACTURI NG
PROCESSES. HOWEVER, ACCORDI NG TO THE LATEST
PUBLI C MARKETI NG SURVEYS -- | HAVE A COPY OF ONE
| F I T BECOVES RELEVANT -- | RONCLAD S TOTAL PERCENT
OF THE NATI ONAL MARKET FOR PLASTI C TRASH BAGS I S
LESS THAN 1 PERCENT. BASED ON THAT, WE WOULD
ESTI MATE THAT WE ARE AT MOST 2 TO 4 PERCENT OF THE
TOTAL MARKET I N CALI FORNI A.

OF OUR SALES, THE OVERWHELM NG
MAJORI TY ARE OF REGULATED BAGS, ABOVE .75, THAT
'S, AND W TH ADHESI VE HEAT- AFFI XED STRAPS. | CAN
FURTHER TELL YOU THAT THE COMPANY | S VERY UNLI KELY
TO SURVI VE AS AN ONGOI NG BUSI NESS ENTITY | F WVE ARE
NOT ABLE TO SELL OUR BAGS W TH STRAPS | N THE STATE
OF CALI FORNIA.  AND W THOUT THI' S VARI ANCE, VWE W LL
BE I N EXACTLY THAT SI TUATI ON.

VWE ARE HERE BECAUSE WHEN THE PRC LAW
WAS AMENDED | N 1995, THE LEG SLATURE WROTE I N A
SPECI FI C PROVI SI ON TO THE LAW WHI CH PROVI DED FOR
AN ADM NI STRATI VE VARI ANCE FOR ANY COMPANI ES

MANUFACTURED BAGS W TH ADHESI VE HEAT- AFFI XED
STRAPS. THE VARI ANCE PROCEDURE WOULD COMVENCE
AFTER SUCH BAGS WERE EXEMPTED FROM THE PCR
REQUI REMENTS | N 1996.



AT THE TI ME THE LAW WAS AMENDED,
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WAS CERTAI NLY | RONCLAD S REASONABLE OPI NI ON THAT
THE | NTENT OF THE LAWWAS THAT I F WE WERE STI LL
NOT ABLE, DUE TO TECHNOLOG CAL REASONS, TO PUT PCR
I N A STRAP BAG THAT WE WOULD OBTAI N A VARI ANCE AT
LEAST THROUGH 1998. AND WE' VE RELI ED ON THAT I N
CONDUCTI NG OUR BUSI NESS SI NCE THAT TI ME. THAT IS
VWHY WE APPLI ED FOR THI S VARI ANCE OVER A YEAR AGO
I N MAY 1996.

"M NOW GO NG TO DI SCUSS SEVERAL OF
THE MOST | MPORTANT ASPECTS OF THI' S ENTI RE | SSUE.
IN SO DO NG, | HAVE DECI DED TO BE MORE REVEALI NG
ABOUT | RONCLAD' S BUSI NESS THAN | HAD I NI TI ALLY
PLANNED. BECAUSE | RONCLAD | S PRI VATELY HELD, WE
DO NOT GENERALLY LI KE DI SCUSSI NG OUR BUSI NESS I N A
PUBLI C FORUM ESPECI ALLY ONE | N FRONT OF OUR
COWPETI TORS.

WE ARE PRI VATE PEOPLE, AND WE WANT
TO STAY THAT WAY. HOWEVER, BECAUSE OF THE LI FE OR
DEATH NATURE OF THI S MATTER, | HAVE NO CHO CE BUT
TO BE MORE FORTHCOM NG THAN | WOULD LI KE TO BE
THAN WE EVER HAVE I N THE PAST. AT THE OUTSET |
WANT TO CLARI FY SEVERAL FUNDAMENTAL UNDERLYI NG
| SSUES SO THERE' S NO CONFUSI ON I N THE BOARD S

M ND.
THE FIRST | S THAT W TH RESPECT TO
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1 ANY REGULATED BAGS THAT DO NOT CONTAI N A STRAP,

2 | RONCLAD HAS ALWAYS BEEN, IS TODAY, AND W LL

3 CONTI NUE TO BE I N COVPLI ANCE WTH THE PCR M NI MUM
4 CONTENT LAWS. PRI OR TO 1995 THE REQUI REMENT WAS
5 10 PERCENT, AND I N EACH YEAR | RONCLAD WAS | N

6 COWPLI ANCE.

7 IN 1995 THE M NI MUM REQUI REMENT WAS
8 I NI TIALLY 30 PERCENT, AND I T WAS THEN AMENDED AND
9 REDUCED TO 10 PERCENT. THERE WAS NO EXEMPTI ON
FOR

10 STRAP BAGS I N 1995. | RONCLAD PUT 30 PERCENT PCR
11 I N I' TS NONSTRAP REGULATED PRODUCT | N 1995.

12 OUR FI NAL PERCENTAGE I N 1995 WAS 28
13 PERCENT, AND THAT REDUCTI ON REFLECTS THE FACT
THAT

14 WE HAD RELATI VELY SMALL SALES OF STRAP BAGS | N
15 CALI FORNI A, AND THOSE STRAP BAGS COULD NOT
CONTAI N

16 PCR.  BUT | AGAIN EMPHASI ZE THAT THE NONSTRAP BAG
17 REGULATED BAGS I N 1995 MET THE LEGAL

REQUI REMENTS.

18 N 1996 | RONCLAD ALSO MET THE

19 M NI MUM PCR REQUI REMENT FOR | TS NONSTRAP
REGULATED

20 BAGS. AND WE ARE PRESENTLY MEETI NG THOSE LEGAL

21 REQUI REMENTS TODAY FOR PCR CONTENT FOR OUR



22
23

24
25

NONSTRAP REGULATED BAGS.
THI' S VARI ANCE ONLY APPLIES TO THOSE

BAGS WHI CH CONTAI N A STRAP AND, AS | T HAS BEEN
SHOWN, WE ARE NOT ABLE TECHNOLOG CALLY TO PUT PCR
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I N THOSE BAGS.

THE SECOND | SSUE VWHICH | WOULD LI KE
TO CLARI FY | S SOVE POSSI BLE BELI EF THAT | RONCLAD
CAME UP WTH THE STRAP | DEA AS A WAY AROUND THE
PCR LAWS. THAT IS CATEGORI CALLY NOT TRUE, AND I
HOPE THAT THE TESTI MONY YOU HAVE HEARD FROM GARY
HAS PUT THAT | SSUE TO REST. | T IS CLEAR THAT WE
DEVELOPED -- STARTED DEVELOPI NG THE PREDECESSOR TO
THE CURRENT STRAP IN M D TO LATE 1980S. WE SPENT
M LLI ONS OF DOLLARS AT THAT TIME AND IN THE 1990S
DEVELOPI NG THE PATENTED STRAP.

WE HAD AN R & D DEPARTMENT W TH MANY
EMPLOYEES. WE OBTAI NED PATENTS FOR THE STRAP
| TSELF, FOR THE PROCESS BY WHI CH THE STRAP | S
APPLI ED, AND FOR THE MACHI NERY WHI CH APPLI ES THE
STRAP. | RONCLAD MADE THIS DECISION IN THE M D TO
LATE 1980S TO ATTEMPT TO DEVELOP A UNI QUE,
PATENTED STRAP CLOSURE SYSTEM I N ORDER FOR US TO
DEVELOP A MARKETI NG NI CHE AND TO HAVE SOME PRODUCT
DI FFERENTI ATI ON AND ATTEMPT TO DEVELOP A SMALL
POSI TION I N THE TRASH BAG MARKETPLACE.

OVER THE YEARS WE HAVE PERFECTED THE
STRAP TO | TS CURRENT FORM WE DI D NOT DESIGN I'T

OR DEVELOP I T SO THAT I T WoOULD BE | NCOWPATI BLE
WTH PCR USAGE. AS WE DEVELOPED THE STRAP THROUGH
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A TRI AL AND ERROR AND EXPERI MENTATI ON PROCESS, WE
DI SCOVERED THE STRAP COULD ONLY WORK ON A BAG WTH
VIRG N RESIN. THAT MEANS THE BAG CANNOT CONTAI N
PCR.

I WANT ALL OF YOU TO UNDERSTAND THE
ECONOM C REALI TIES OF THAT FACT. VIRG N RESIN | S
TYPI CALLY 50 TO 100 PERCENT HI GHER I N COST THAN
PCR. | WOULD BE MORE ECONOM CAL AND MORE
PROFI TABLE |F | COULD PUT PCR I N MY STRAP BAGS,
BUT | CAN' T. SO FOR THAT REASON I N 1995, AFTER V\E
HAD ALREADY BEGUN SELLI NG OUR STRAP BAGS | N
CALI FORNI A AND ELSEWHERE, AND AFTER WE HAD SPENT
THOSE MANY M LLI ONS OF DOLLARS, WE SOUGHT AN
EXEMPTI ON FOR OUR BAGS W TH ADHESI VE HEAT- AFFI XED
STRAPS.

THE EXEMPTI ON WAS GRANTED BECAUSE V\E
PRESENTED EVI DENCE TO THE LEG SLATURE THAT WE
COULD NOT AFFI X THE STRAP TO A BAG W TH PCR AND
BECAUSE OF THE MONEY WE HAD ALREADY SPENT. | T WAS
AN | SSUE OF BASI C FAI RNESS. THE LEG SLATURE DI D
NOT WANT TO PUT US OUT OF BUSI NESS. AT NO TI ME
HAS | RONCLAD MARKETED THE FACT THAT | TS STRAP BAGS
DO NOT CONTAI'N PCR.  NO ONE HAS PRODUCED ANY

EVI DENCE THAT WE MARKET THE FACT THAT OUR BAGS DO
NOT CONTAI N PCR.
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THAT IS NOT OUR MARKETI NG NI CHE.
OUR MARKETI NG NI CHE, WH CH HAS BEEN DEVELOPED OVER
THESE YEARS, |S OUR UNI QUE STRAP CLOSURE SYSTEM
THAT IS I RONCLAD' S ONLY REASON FOR EXI STING  THAT
HAS BEEN OUR ONLY ABILITY TO COWETE FOR OUR SMALL
SHARE OF THE MARKETPLACE AND TO GET IN THE MAJOR
ACCOUNTS.

A STRONG MAJORITY OF | RONCLAD S BAGS
PRESENTLY SOLD I N CALI FORNI A ARE REGULATED BAGS,
AND THE OVERWHELM NG MAJORI TY OF THOSE BAGS ARE
STRAP BAGS. THAT IS ALSO TRUE THROUGHOUT THE
UNI TED STATES. ANY STATEMENTS BY OUR COMPETI TORS
TO THE CONTRARY ARE SI MPLY NOT TRUE, AND | W LL
CHALLENGE ANY OF THEM TO STATE UNDER PENALTY OF
PERJURY VWHAT MY PERCENTAGE OF SALES ARE AND HOW
THEY KNOW THAT. THEY ARE NOT PRIVY TO MY
CONFI DENTI AL SALES | NFORMATI ON.

I F 1 RONCLAD | S NOT ABLE TO PRODUCE
AND SELL STRAP BAGS, | TS CONTI NUED ECONOM C
EXI STENCE IS SERI OQUSLY | N DOUBT. THAT IS WHY QUR
COVPETI TORS ARE OPPGCSI NG THI' S VARI ANCE REQUEST, OR
SOVE OF THEM ARE. A VERY HI GH PERCENTAGE OF
| RONCLAD' S SALES ARE I N CALI FORNI A.  THAT

DI FFERENT THAN MOST OTHER TRASH BAG



COVPANI ES, WE
25 BELI EVE. | RONCLAD S CONTI NUED VI ABI LI TY
DEPENDS
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1 ON BEI NG ABLE TO SELL STRAP BAGS I N THE
STATE OF

2 CALI FORNI A.

3 IN 1995 WHEN STRAP BAGS WERE

4 EXEMPTED, THE LEG SLATURE RECOGNI ZED AND
ACCEPTED

5 | RONCLAD' S EVI DENCE THAT I T WAS NOT

6 TECHNOLOGI CALLY POSSI BLE FOR | RONCLAD TO
AFFI X I TS

7 STRAP TO A BAG WTH PCR. AT THI' S TI ME
NOTHI NG HAS

8 CHANGED. THOSE FACTS CANNOT BE

LEG TI MATELY
9 CONTROVERTED. | RONCLAD HAS SPENT
CONSI DERABLE

10 AMOUNTS OF MONEY, TI M, AND EFFORT TRYI NG
TO

11 MANUFACTURE A STRAP BAG W TH PCR, BUT IT
HAS BEEN

12 UNSUCCESSFUL.

13 I T HAS SPENT CONSI DERABLE
SUMS OF

14 MONEY TRYI NG TO FI ND PCR FROM SUPPLI ERS.
OVER 60

15 WERE CONTACTED WHERE THE PCR WOULD BE



COVPATI BLE
16 W TH OUR STRAP BAG, BUT WE WERE
UNSUCCESSFUL. THE

17 PRESENT TECHNOLOGY AND OUR MACHI NERY AND
EQUI PNENT
18 AND THE NARROW HEAT TEMPERATURE

REQUI REMENTS FOR

19 AFFI XI NG OUR STRAP DO NOT ALLOW I T.

20 BUT AS HAS BEEN | NDI CATED,

| RONCLAD

21 COMWM TS TO CONTI NUE | TS RESEARCH AND
DEVEL OPMENT

22 EFFORTS TO TRY TO SOLVE THE PROBLEM BUT V\E
CANNOT

23 DO I T | NSTANTANEOUSLY.

24 I ALSO WANT ALL OF YOU TO
UNDERSTAND

%g THAT | RONCLAD IS CURRENTLY MAKI NG EFFORTS
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1 DEVELOP NEW BUSI NESS AND NEW CUSTOMVERS FOR
2 NONSTRAP TRASH BAGS, ALL OF WHI CH WOULD, OF
3 COURSE, COMPLY W TH THE M NI MUM CONTENT PCR LAW
4 | CANNOT VERY WELL GO TO A CUSTOVER WTH WHOM | T
5 TOOK ME TWO OR THREE YEARS TO CONVI NCE TO BUY A
6 STRAP BAG AND NOW TELL THEM THAT THEY SHOULDN T
7 BUY MY STRAP BAG THEY SHOULD BUY WHAT EVERYONE
8 ELSE HAS TO OFFER. MY HOPE IS TO BE ABLE TO
9 COVPETE AND GET NEW BUSI NESS THAT WE HAVEN T HAD
10 FOR THI' S DI FFERENT KI ND OF PRODUCT.
11 BUT THI S PROCESS CANNOT OCCUR
12 OVERNI GHT. I T TAKES TIME. WE SI MPLY DO NOT
13 PRESENTLY HAVE THE CUSTOMER BASE TO COVPETE AND
14 SELL NONSTRAP BAG PRODUCTS. BUT AS | SAID, WE ARE
15 TRYI NG TO DEVELOP THAT. W THI N THE LAST SI X
16 MONTHS TO A YEAR, | RONCLAD HAS | NVESTED OVER
17 ONE- HALF M LLI ON DOLLARS I N H RI NG A NEW SALES
18 FORCE, | N BUYI NG NEW EQUI PMENT, AND | N PURCHASI NG
19 NEW PACKAG NG TO TRY TO SELL NONSTRAP BAGS. BUT
20 | T CANNOT HAPPEN | NSTANTANEOUSLY.
21 I T TAKES TIME TO CALL ON THOSE
22 CUSTOMERS. THE CUSTOVERS MAKE THEI R DECI SI ONS
23 MANY MONTHS, SOMETI MES A YEAR | N ADVANCE, AND
V\E
24 CANNOT MAKE THAT CHANGE OR DEVELOP THAT



BUSI NESS
25 | NSTANTANEOQUSLY. BUT WE ARE TRYI NG SO THAT
OUR
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SITUATION, IF WE WERE TO GET THI S VARI ANCE AND
COVE BACK HERE I'N 1999, SO WE HOPE THAT OUR
SI TUATI ON WOULD BE DI FFERENT AT THAT TI ME.

FOR THESE REASONS, WE ALSO CANNOT
PRESENTLY ACH EVE THE ANNUAL AGGREGATE AMOUNT OF
PCR USAGE FOR PRACTI CAL REASONS. AS | SAID AND AS
My DECLARATI ON STATES, |F WE WERE TO ATTEMPT TO
TAKE ALL OF THE PCR THAT WE DO NOT USE I N OUR
STRAP BAGS AND PUT THAT PCR I N OTHER REGULATED
PRODUCT, THAT OTHER REGULATED PRODUCT WOULD NEED
TO CONSI ST OF MORE THAN 100 PERCENT PCR. WE
SI MPLY DO NOT SELL ENOUGH OTHER REGULATED PRODUCT
TO MAKE UP FOR OUR NONUSAGE OF PCR I N THE STRAP
BAG PRODUCTS.

AND EVEN I F WE DI D MAKE A BAG THAT
WAS 100 PERCENT PCR, WE DO NOT CURRENTLY HAVE THE
MARKET OR CUSTOMERS TO WHOM TO SELL THOSE BAGS.
THEREFORE, FOR PRACTI CAL REASONS, WE DO NOT HAVE
AN ABI LITY AT THES TI ME TO MAKE UP FOR ANY NON- PCR
USAGE | N OTHER PRODUCTS | N ORDER TO ACHI EVE THE
ANNUAL AGGREGATE M NI MUM AMOUNT.

| F WE ARE GRANTED A VARI ANCE THROUGH
AT LEAST 1998, WE W LL BE ATTEMPTI NG TO DEVELOP

FURTHER NONSTRAP BUSI NESS, WHI CH, OF COURSE, W LL
COVPLY W TH AND CONTAIN THE M NI MUM AMOUNTS OF PCR
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REQUI RED UNDER THE LAW AND, THUS, WE'LL BE
HELPI NG TO SUPPORT THE PCR | NDUSTRY. WE W LL ALSO
CONTI NUE TO CONSI DER FURTHER MACHI NERY AND
MANUFACTURI NG PROCESS CHANGES TO SEE IF I T IS
POSSI BLE | N AN ECONOM CALLY REASONABLE WAY TO MAKE
A STRAP BAG WTH PCR. BUT WE NEED MORE TI ME, AND
WE CAN DO NONE OF THESE THI NGS | F WE ARE OUT OF
BUSI NESS.

AND | REALLY WANT EVERYONE TO
UNDERSTAND THAT |' M NOT CRYI NG WOLF WHEN | SAY
THAT DENYI NG | RONCLAD THI S VARI ANCE W LL RAI SE
SERI OQUS QUESTI ONS AS TO WHETHER OR NOT WE CAN
REMAI N | N BUSI NESS. AND | WANT TO TELL YOU WHY.
AN OVERWHELM NG MAJORI TY OF OUR SALES ARE OF STRAP
BAGS. WE HAVE ALREADY MADE OUTSTANDI NG
COW TMENTS TO CUSTOVERS WHO ARE RETAI L MASS
MERCHANDI SERS, HOVE DI SCOUNT CENTERS, AND CLUB
STORES, WHO PLAN THEI R PROGRAMS | N SOVE CASES MORE
THAN A YEAR | N ADVANCE, TO CONTINUE TO SELL THEM
STRAP BAGS. WE HAVE MADE COWM TMENTS TO
SUPPLI ERS.  WE HAVE MADE COWM TMENTS TO VENDORS.
WE ARE CURRENTLY REPAYI NG OVER $10 M LLION -- $10
M LLI ON TO A LENDER FOR A LOAN THAT WE OBTAI NED TO

FI NANCE OUR STRAP BAG TECHNOLOGY AND EQUI PMENT.
WE HAVE MORE THAN A YEAR LEFT, TO
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ALMOST THE END OF 1998 ON OUR LEASE I N OUR
CALI FORNI A PLANT, WHI CH WE SI GNED I N 1995 BASED ON
THE PRODUCTI ON OF STRAP BAGS I N CALI FORNI A,  WE
ALSO HAVE MANY MONTHS OF EXI STI NG | NVENTORY OF
STRAP BAGS THAT MUST BE SOLD. | F WE CANNOT
FULFI LL THESE COWM TMENTS, OUR CUSTOVERS W LL
SURELY SEEK TO BUY NONSTRAP BAG PRODUCTS FROM
COVWPANI ES OTHER THAN | RONCLAD, ASSUM NG | RONCLAD
WERE EVEN I N EXI STENCE.

VWHI LE | RONCLAD COULD THEORETI CALLY
CONTI NUE TO SELL A STRAP BAG WHI CH WAS BELOW . 75,
VWH CH AT THE PRESENT TIME IS A NONREGULATED BAG,
AS A PRACTI CAL BUSI NESS MATTER, CUSTOMERS W LL NOT
WANT TO BUY A STRAP BAG FOR BELOW . 75 AND NONSTRAP
BAGS FOR EVERYTHI NG ABOVE . 75. THE RETAI LERS WANT
AN | NTEGRATED LI NE OF PRODUCT. | F WE HAVE
CONVI NCED THEM THAT THE STRAP BAG | S THEIR
MARKETI NG NI CHE, THEY ARE NOT GO NG TO BUY THAT I F
THEY CAN ONLY HAVE I T FOR BAGS BELOW . 75.

VEE CANNOT REMAI N A VI ABLE COVPANY | F
THE ONLY STRAP BAGS WE CAN SELL ARE BELOW. 75.
AND WTH SB 698 PENDI NG THERE'S A PGSSI BI LI TY
THAT THOSE W LL ALSO BECOVE REGULATED BAGS, SO

THAT IS SI MPLY NOT A VI ABLE OPTI ON.
FURTHERMORE, THE MAJOR CUSTOVERS
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1 ARE BUYI NG STRAP BAGS W LL NOT BUY A STRAP BAG
2 THAT CAN BE SOLD EVERY PLACE EXCEPT |IN THE STATE
3 OF CALI FORNI A OUR ACCOUNTS ARE NATI ONAL, W TH
4 NATI ONAL PROMOTI ONS AND ADVERTI SI NG, AND THEY W LL
5 NOT ACCEPT A PRODUCT LI NE THAT CAN BE SOLD EVERY
6 PLACE EXCEPT I N THE STATE OF CALI FORNIA. | F WE
7 CANNOT SELL STRAP BAGS I N CALI FORNI' A, WE CANNOT
8 SELL THEM ANYWHERE.

9 THERE' S ANOTHER | SSUE VWHI CH | WANT
10 TO ADDRESS, AND THAT | S THE | SSUE OF FAI RNESS.
IS
11 | T FAIR FOR | RONCLAD TO BE GRANTED A VARI ANCE?
12 | RONCLAD I'S THE ONLY COWVPANY THAT HAS APPLI ED
FOR
13 A VARIANCE. | WOULD SAY THIS: I T MJUST BE
14 REMEMBERED THAT THE 1995 LAW VWH CH CREATED THE
15 EXEMPTI ON AND CREATED THE VARI ANCE PROCESS WAS A
16 RESULT OF A COMPROM SE BETWEEN NUMEROUS BAG
17 MANUFACTURERS, PCR MANUFACTURERS, AND
18 ENVI RONMENTAL CONCERNS.

19 EVERYBODY HAD A CHANCE TO STATE
AND

20 CONVI NCE THE LEGQ SLATURE OF THEI R POSI TI ONS.
FOR

21 EXAVMPLE, CERTAI N COVMPANI ES MANUFACTURE A TYPE OF



22 DRAWSTRI NG BAG THAT THEY CONTENDED WAS AN

ADHESI VE

23 HEAT- AFFI XED STRAP. THOSE COWPANI ES HAD THE

24 OPPORTUNI TY TO COME TO THI S BOARD AND APPLY FOR
A

25 VARI ANCE | F THEY DI D SO BEFORE JANUARY 1ST OF
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1997. THAT DEADLI NE HAS PASSED. THEY CHOSE NOT
TO FOR WHATEVER REASONS.

THE FACT THAT NO ONE ELSE HAS
APPLI ED FOR A VARI ANCE SHOULD NOT, HOWEVER,
PREJUDI CE | RONCLAD. THE LEG SLATURE HAS DECI DED
THAT UNDER CERTAI N CONDI TI ONS A VARI ANCE SHOULD BE
GRANTED. THE I SSUE IS NOT WHETHER THE LEG SLATURE
SHOULD HAVE CREATED SUCH A VARI ANCE PROCEDURE, BUT
WHETHER UNDER THE CURRENT EVI DENCE | N FRONT OF YQU
| RONCLAD I'S ENTI TLED TO RECEI VE SUCH A VARI ANCE.

FI NALLY, THERE' S A FUNDAMENTAL | SSUE
OF FAI RNESS AND, | THI NK, A BALANCI NG TEST THAT,
| F EMPLOYED, REQUI RES THAT | RONCLAD BE GRANTED I TS
VARI ANCE. ON THE ONE HAND, THERE | S THE | NTEREST
I N PROMOTI NG THE DEVELOPMENT OF THE PCR MARKET.
ON THE OTHER HAND, THERE IS THE | NTEREST I N
ALLON NG THE SMALL COWMPANY TO REMAI N A VI ABLE
ECONOM C ENTI TY.

AS | SAI D, A RECENT MARKET SURVEY
SHOWS THAT | RONCLAD HAS 1 PERCENT OF THE TOTAL
MARKET. TWO TO FOUR PERCENT WE ESTI MATE I N
CALI FORNI A. THEREFORE, GRANTI NG THI' S VARI ANCE
W LL HAVE A VERY, VERY M N MAL ADVERSE EFFECT ON
THE PCR MARKET OR ON WASTE DI VERSI ON | N THE



25 OF CALI FORNI A.  HOWEVER, GRANTI NG THE VARI ANCE
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WLL ALLOWUS TO REMAI N | N BUSI NESS AND TO ALLOW
US TO DEVELOP NEW NONSTRAP CUSTOMERS WHOSE BAGS
W LL CONTAIN PCR, AND SO I N THAT RESPECT GRANTI NG
THE VARI ANCE W LL HELP THE PCR MARKET.

ON THE OTHER HAND, |F THE VARI ANCE
IS DENIl ED, AS | HAVE TOLD YOU, |IT WLL HAVE A
MONUMENTAL EFFECT ON THI S SMALL COMPANY. |'VE
TOLD YOU OUR CONTI NUED EXI STENCE |'S DOUBTFUL.
SURELY THE 50 JOBS I N OUR CALI FORNI A PLANT | S
UNLI KELY TO REMAIN. THOSE ARE REAL | SSUES. AND
SO FROM A BALANCI NG PO NT OF VIEW | BELIEVE THE
EQUI TY STRONGLY FAVORS | RONCLAD BEI NG GRANTED THI' S
VARI ANCE.

I N CONCLUSI ON, | RONCLAD APPLI ED FOR
THI' S VARI ANCE OVER A YEAR AGO, IN MAY 1996. IT
PRESENTED AT THAT TI ME THE TECHNOLOG CAL REASONS
I N OQUR VWRI TTEN REQUEST WHY WE COULD NOT PUT PCR I N
A STRAP BAG. THOSE SAME TECHNOLOGK CAL REASONS
VWH CH EXI STED I N 1995, WHEN WE RECEI VED THE
EXEMPTI ON, ALSO EXI ST TODAY. NOTHI NG HAS CHANGED
TO THE PRESENT TI ME.

WE HAVE RELIED ON THE ' 95 LAW AND
OUR APPLI CATION I N MAY OF 1996 TO MAKE OUTSTANDI NG

COWM TMENTS ON AN ONGOI NG BASI S TO CONTI NUE TO
SELL STRAP BAGS. WE CANNOT SI MPLY REVERSE THE
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24
25

ENTI RE DI RECTI ON OF OQUR COWPANY OVERNI GHT. IN
ORDER TO FULFI LL THESE COWM TMENTS, WE MJST BE
ABLE TO CONTI NUE TO SELL STRAP BAGS AT LEAST
THROUGH 1998.

FOR ALL THE ABOVE REASONS, | BELI EVE
WE' RE LEGALLY ENTI TLED TO RECEI VE THI S VARI ANCE,
AND | WOULD URGE THE BOARD TO GRANT I T.

AND FI NALLY, | WOULD ASK YOU THI S
QUESTION: | F AFTER HEARI NG ALL OF THI S EVI DENCE
ABOUT WHY WE ARE ENTI TLED TO A VARI ANCE, YQU STILL
HAVE A DOUBT, | WOULD RESPECTFULLY ASK YOU THE
QUESTI ON: WHAT ELSE COULD | HAVE DONE | N RUNNI NG
TH' S COMPANY OVER THE LAST YEAR AND A HALF TO BE
IN A BETTER PCSI TION TO GET A VARI ANCE? | HAVE
DONE EVERYTHI NG THE LAW THE REGULATI ONS HAVE
REQUI RED. | HAVE MADE EVERY GOOD FAlI TH EFFORT
POSSI BLE TO MAKE PCR WORK W TH MY STRAP BAG. V\E
HAVE APPLIED IN A TI MELY MANNER. WE HAVE
SUBM TTED THE EVI DENCE. WE HAVE BARED OUR SOUL.
WE HAVE MET THE EVALUATI ON CRI TERI A THAT ARE I N
YOUR REGULATI ONS. THERE IS NOTHI NG MORE THAT |
COULD HAVE DONE. | BELIEVE WE ARE LEGALLY
ENTI TLED TO THI S VARI ANCE. | RONCLAD WANTS TO

I N BUSI NESS. THANK YOU VERY MJCH.
CHAI RVAN PENNI NGTON: THANK YOU.  NEXT
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WE' LL HAVE -- | UNDERSTAND THAT THE ORDER THAT
THEY ARE G VEN TO ME IS THE ORDER YOU WANTED TO
GO,  NANCY VOS, MR VIBOCH, MR. PICKELMAN, AND MR
O GRADY. | S THAT CORRECT?

UNI DENTI FI ED SPEAKER: MR, O GRADY WAS
SECOND | N THAT SEQUENCE.

CHAI RMAN PENNI NGTON: MS. VOS AND THEN
O GRADY.

MS. VOS: BILL O GRADY WLL GO FI RST.

CHAI RVAN PENNI NGTON: O GRADY, THEN VGS,
THEN VI BOCH AND Pl CKELMAN. DCES THAT MEET W TH
YOUR -- OKAY. MR O GRADY REPRESENTI NG TALCO
PLASTI CS.

MR. O GRADY: MR CHANDLER, MEMBERS OF
THE BOARD, AND STAFF, GOOD AFTERNOON. MY NAME | S
BI LL O GRADY, GENERAL MANAGER OF TALCO PLASTI CS,
POSTCONSUMER DI VI SI ON OF POSTCONSUMER PRODUCTS
DI VI SI ON LOCATED | N LONG BEACH, CALI FORNIA. JOHN
SHEDD HAS ALWAYS BEEN BETTER AT THIS THAN | AM
|"LL TRY TO BE AS BRI EF AS POSSI BLE.

THE | NDENT OF PUBLI C RESOURCES CODE

42298 REGARDI NG THE | RONCLAD VARI ANCE WAS TO
PROVI DE TEMPORARY EXEMPTI ON FOR THE EXPRESS
PURPOSE OF ALLOW NG A PARTI CULAR COVPANY MORE

TO COWLY WTH THE ORI G NAL TRASH BAG LAW | T
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1 NOT | NTENDED TO PROVI DE AN AVENUE FOR PERMANENT
2 EXEMPTI ON.

3 JERRY HART' S ANALYSI S PRESENTED TO
4 THE BOARD PRI OR TO TODAY' S HEARI NG STATES THAT I N
5 1996 | RONCLAD REPORTED 1995 PCR USAGE AT A LEVEL
6 OF 28 PERCENT. ALTHOUGH | RONCLAD HAS OUTLI NED I N
7 GREAT DETAIL THEI R TECHNOLOGI CAL | NNOVATI ONS, AS
8 WELL AS THE REASONS WHY THEY CANNOT | NCORPORATE
9 PCR | NTO THI' S PARTI CULAR PRODUCT LI NE, THERE IS
10 LI TTLE EVI DENCE TO SUPPORT THOSE MEASURES | RONCLAD
11 | MPLEMENTED OVER THE PAST TWO YEARS | N AN EFFORT
12 TO CAPTURE THE REMAI NI NG 2 PERCENT PCR CONTENT
13 NECESSARY FOR COMPLI ANCE UNDER CURRENT LAW

14 AGAIN, MR HART STATES THAT CURRENT
15 LAW AFFORDS ALL BAG MANUFACTURERS THE OPPORTUNI TY
16 TO APPLY FOR A VARI ANCE, Cl TI NG QUALI TY AND

17 AVAI LABI LI TY AS A BASI'S FOR EXEMPTION. N

18 ADDI TI ON, UNFORTUNATELY FOR THE PCR -- FOR PCR
19 MARKETS, BAG MANUFACTURERS CAN Cl RCUMVENT CURRENT
20 LAW BY DOWNGAUGI NG THEI R PRODUCTS, THUS

21 ELI M NATI NG THE NEED FOR ANY EXEMPTI ON.

22 IN LI GHT OF THE FACT THAT | RONCLAD
23 REPORTED 28 PERCENT PCR USAGE | N 1995, COUPLED
24 W TH THE PROVI S| ON FOR EXEMPTI ON BASED ON

QUALI TY

25 AND QUANTITY, | T APPEARS THAT | RONCLAD S



| NTEREST
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I N PURSUI NG THI S PARTI CULAR VARI ANCE STEMS FROM
OTHER REASONS UNRELATED TO THE USE OF PRC AT ANY
PERCENTAGE.

MR, LI VI NGSTON ALLUDED EARLI ER THAT
| T MAY BE CUSTOVER DRI VEN WHEN HE | NDI CATED THAT
DOVWNGAUG NG WAS NOT WHAT THE CUSTOVER WANTED.
AND, GENE, PLEASE CORRECT ME | F | M SI NTERPRETED
YOUR REFERENCE.

RELATI VE TO THE EVI DENCE | N SUPPORT
OF THE VARI ANCE, | ASK THE BOARD TO WEI GH THE
FOLLOW NG HAS THE BOARD RECEI VED EVI DENCE THAT
SUBSTANTI ATE | RONCLAD' S I NABILITY TO MODI FY OR
ADAPT THEI R EXI STI NG HEAT- AFFI XED STRAP SEAL BAG
MAKI NG EQUI PMENT TO | NCORPORATE PCR? AND EQUALLY
| MPORTANT, HAS THE BOARD HEARD SUFFI CI ENT EVI DENCE
OF | RONCLAD' S EFFORT OVER THE PAST TWO YEARS TO
| NCREASE THE USE OF PCR I N THEI R NONHEAT- AFFI XED
STRAP SEAL BAGS?

THE | NTEGRATED WASTE MANAGEMENT
BOARD WAS CREATED TO MANDATE EFFECTI VE WASTE
PREVENTI ON PRACTI CES AND FACI LI TATE THE
DEVELOPMENT OF SUSTAI NABLE MARKETS FOR RECYCLED
GOODS. CLEARLY THE BOARD RECOGNI ZES THAT THI S

VARI ANCE DOES NOT HAVE A POSI TI VE EFFECT ON
MARKETS FOR PCR OR WASTE DI VERSI ON | N CALI FORNI A.
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1 TO MY KNOALEDGE, THERE |I'S NO

2 PROVI SI ON UNDER CURRENT LAW THAT REQUI RES | RONCLAD

3 TO USE PCR | N THEI R HEAT- AFFI XED STRAP SEAL BAG.

4 GRANTI NG THI' S SPECI AL VARI ANCE, | N MY OPI NI ON,

5 SENDS THE WRONG MESSAGE. THANKS VERY MUCH FOR

6 THI'S OPPORTUNI TY.

7 CHAI RMAN PENNI NGTON: THANK YOU, MR

8 O GRADY. NEXT | S NANCY VOs.

9 MS. VOS: MY NAME |'S NANCY VOGS, AND |
10 REPRESENT POLY- AMERI CA. | HAVE WORKED FOR THEM
11 ALMOST 12 YEARS, AND | HANDLE THE WESTERN REG ON
12 FOR THEM
13 BASED ON ALL OF | RONCLAD S
14 TESTI MONY, THEY WOULD LI KE YOU TO BELI EVE THAT
15 TECHNOLOGI CAL DI FFI CULTY SHOULD BE THE ONLY
16 CONSI DERATI ON | N YOUR DECI SI ON TO GRANT THI' S
17 VARI ANCE. THE LAW DOES NOT STATE, HOWEVER, THAT
18 YOU SHOULD GRANT THI' S VARI ANCE SI MPLY BECAUSE
19 | RONCLAD CANNOT AFFI X A STRAP TO A BAG W TH
20 RECYCLED CONTENT. THE CURRENT LAW ASKS YOU TO
21 CONSI DER ALL EVI DENCE RELATI NG TO THE PETI TI ONER' S
22 ABI LITY TO COVPLY.

23 PLEASE DON' T LET ALL THE
24 TECHNOLOGI CAL DATA DI STRACT YOU FROM THE SI MPLE

N
(03]

FACT, WHICH | S | RONCLAD CAN COWVPLY W TH THE
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CURRENT LAW W THOUT SPECI AL EXEMPTION. | WLL
SHOW YOU | N JUST A FEW MOMENTS WHY THI S VARI ANCE
SHOULD NOT BE GRANTED. I T |I'S BECAUSE | RONCLAD
PROVES EVERY DAY THAT THEY CAN MEET THE ANNUAL USE
REQUI REMENTS. | HAVE A SHOPPI NG CART FULL OF
MERCHANDI SE OVER HERE THAT | PURCHASED I N
SACRAMENTO YESTERDAY, THAT |I'LL GET TO IN A FEW
MOVENTS, THAT SHOULD PROVE THAT.

"M HERE TODAY REPRESENTI NG NOT ONLY
POLY- AMERI CA, WHO S BOTH A TRASH BAG MANUFACTURER
AND RECYCLER OF PLASTI CS, BUT SEVERAL OTHER
MANUFACTURERS AND RECYCLERS. ALTHOUGH | RONCLAD
STATES THAT THEY ONLY SELL 2 TO 4 PERCENT OF THE
NATI ONAL TRASH BAG MARKET, PLEASE UNDERSTAND THAT
THIS IS NOT A DAVID VERSUS GOLIATH. THIS IS A
DAVI D VERSUS DAVI D, AND THE EXEMPTI ON WOULD G VE
ONE DAVI D A WEAPON.

| HAVE BEEN ASKED TO PRESENT | NTO
EVI DENCE LETTERS URG NG A NO VOTE ON THI S
EXEMPTI ON FROM TWO OTHER MANUFACTURERS. ONE | S
NORTH AMERI CAN, AND | THI NK YOU GUYS ALREADY HAVE
THAT ONE, RI GHT?

CHAI RMAN PENNI NGTON:  YES.

MS. VOS: | WON'T READ THAT. YOU GQUYS
CAN LOOK AT THAT IN YOUR OWN TI ME. BUT | DO HAVE
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A LETTER FROM PRESTO PRODUCTS THAT |'D LI KE TO
READ REAL BRI EFLY.

TH S | S FROM WAYNE WEGNER, THE VI CE
PRESI DENT OF MANUFACTURI NG.

BOARD MEMBER RELI'S: EXCUSE ME. WE DON' T
HAVE A LETTER

M5. VOS: NO. HE SENT IT TO ME, AND HE
ASKED ME TO -- YEAH, | HAVE A COPY THAT | CAN TO
G VE TO YOU GUYS I F YOU WANT I T ALSO. HE ASKED ME
TO READ I T AT THE PUBLI C HEARI NG.

CHAl RVAN PENNI NGTON:  WE'D LIKE TO SEE | T
| F YOU ARE GO NG TO ENTER I'T | NTO THE RECORD.

MS. VOS: ABSOLUTELY. | WAS GO NG TO
SEND I T OVER THERE. | HAVE PLENTY OF COPI ES. |
CAN REAL BRI EFLY READ IT.

(WHEREUPON EXHI BIT 9 WAS MARKED FOR
| DENTI FI CATI ON BY THE REPORTER.)

MS. VOS: "PRESTO PRODUCTS IS OPPOSED TO
| RONCLAD | NCORPORATED S APPLI CATI ON FOR A VARI ANCE
PURSUANT TO PUBLI C RESOURCES CODE SECTI ON 42298.
WE BELI EVE THE ARGUMENTS | RONCLAD REPRESENTATI VES
HAVE PRESENTED | N SEEKI NG AN EXTENSI ON OF THE
VARI ANCE ARE NO MORE VALI D FOR ADHESI VE

HEAT- AFFI XED STRAP BAG THAN THEY ARE FOR OTHER
TRASH BAGS W TH DRAWSTRI NGS, HANDLES, PRI NTI NG,
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ETC.

"PRESTO PRODUCTS COWMPANY HAS
COWPLI ED WTH ALL FORMS OF THE CALI FORNI A RECYCLED
CONTENT TRASH BAG PROGRAM SI NCE | TS | NCEPTI ON.  WE
ARE ONE OF THE LARGEST PRI VATE LABEL MANUFACTURERS
OF TRASH BAGS IN THE UNI TED STATES. VWHI LE I T HAS
BEEN EASY TO | NCORPORATE THE REQUI RED AMOUNTS OF
RPPCM | NTO OUR PRODUCTS, WE HAVE ADHERED TO THE
REGULATI ONS AS SET FORTH BY THE CALI FORNI A
| NTEGRATED WASTE MANAGEMENT BOARD.

“NANCY, WHEN YOU TESTI FY AT THE
HEARI NG ON JULY 24TH REGARDI NG THI S SUBJECT,
PLEASE USE OUR SUPPORT | N OPPOSI TI ON TO | RONCLAD S
REQUEST. "

FROM A BUSI NESS STANDPOI NT, THE
WHOLE CONCEPT OF THI S VARI ANCE SEEMS COVPLETELY
UNFAI R AND CREATES AN UNLEVEL PLAYI NG FI ELD.
GRANTI NG THI' S VARI ANCE W LL PROVI DE ONE COMPANY
W TH A DRANMATI C PERFORMANCE ADVANTAGE OVER ALL
OTHER MANUFACTURERS.

AN ANALOGY THAT | THI NK SORT OF
TELLS THIS IS I T WOULD BE ALMOST LI KE RELEASI NG
ONE HI GH SCHOOL FOOTBALL TEAM FROM THE REQU RED

DRUG TESTI NG PROCEDURE BECAUSE THEI R STAR
QUARTERBACK |'S KNOWN TO PERFORM BETTER ON
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STERO DS.  WHY SHOULD ONE COMPANY BE G VEN AN
EXCLUSI VE RI GHT TO SELL UNLI M TED QUANTI TI ES OF
TRASH BAGS W TH NO RECYCLED CONTENT I N ANY
THI CKNESS? EVERY MANUFACTURER HAD TO MAKE
MODI FI CATI ONS TO MEET THE REQUI REMENTS OF THE LAW
VWHY SHOULD | RONCLAD BE G VEN SPECI AL TREATMENT?

GENE STATED THAT THEY CAN T MAKE
MODI FI CATI ONS SUCH AS DOWNGAUG NG BECAUSE HE SAYS
THAT THE CUSTOMERS DON T WANT THAT. [|'LL SHOW YOU
N A MOVMENT THAT MANY OF THEM DO. AND | GUESS I N
THEORY, TOO, | JUST WANTED TO SAY THAT WE ALWAYS
THOUGHT I'T WAS THE LAW THAT DI CTATED WHAT HAPPENED
AND THEN THE CUSTOVERS HAD TO FALL I N LINE. WE
DIDN' T THI NK THAT JUST BECAUSE A CUSTOMVER DI DN T
WANT A THI NNER BAG, THAT THEY SHOULD GET A SPECI AL
PROVI SI ON.

W TH RESPECT TO THE ENVI RONMENT AND
THE GOALS SET FORTH BY THE BOARD, GRANTI NG THI S
VARI ANCE SEEMS LIKE I T WOULD HAVE A POTENTI AL
ADVERSE EFFECT ON WASTE DI VERSI ON. THE VARI ANCE
WOULD PENALI ZE THE MANUFACTURERS WHO SPENT THEI R
RESEARCH AND DEVELOPMENT MONEY ON RECYCLI NG AND
ARE PRESENTLY COWPLYI NG WTH THE LAW | T WOULD

REWARD A COVPANY WHO HAS SPENT QUI TE EXTENSI VE
AMOUNTS OF MONEY ON AFFI XI NG STRAPS ON BAGS.
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G VEN THI' S RI GHT, | RONCLAD MAY
CONTI NUE TO CONVERT MORE AND MORE RETAI LERS TO A
NONRECYCLED, H GHER PERFORMANCE, THI CK BAG. THI' S
CAPABI LI TY COULD LEAD TO A DECREASE | N BOTH SOURCE
REDUCTI ON AND THE USE OF PCR.

SOVETHI NG ELSE THAT HE SAI D, ALL MY
LI TTLE NOTES HERE, BOTH GENE AND JERRY MENTI ONED
THAT THERE WAS A SI ZABLE | NCREASE | N SALES OF THE
STRAP PRODUCT IN 1996. | F | RONCLAD MOSTLY NOW
SELLS OVER .75 STRAP SEALS, DOES THAT MEAN THAT
| T"S NECESSARY TO KEEP ALL THOSE | TEMS OVER . 75
ML, OR DOES THAT MEAN THAT THEY ARE NOW SELLI NG
MORE THI CKER NONRECYCLED BAGS W TH STRAPS AS A
RESULT OF HAVI NG THI S EXEMPTI ON?

THE SI NGLE GREATEST REASON, HOWEVER,
THAT | BELI EVE THAT THI S VARI ANCE SHOULD NOT BE
GRANTED IS WHAT | BELI EVE TO BE THE FACT THAT I T S
UNNECESSARY. | RONCLAD VOLUNTARI LY BY THEI R OMN
CHO CE ALREADY SELLS A TREMENDOUS AMOUNT OF TRASH
BAGS THAT ARE UNDER .75 ML AND, THEREFORE,
UNREGULATED.

FOR BAGS UNDER .75 ML, THE
TECHNOLOGI CAL DI FFI CULTY OR EVEN | MPOSSI BI LI TY OF

AFFI XI NG A STRAP BECOVES COWVPLETELY | RRELEVANT.
SAYI NG NO TO THI S EXEMPTI ON IS NOT BY ANY MEANS
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SAYI NG NO TO | RONCLAD' S ABI LI TY TO PRODUCE AND
SELL STRAP SEALED PRODUCT | N CALI FORNI A.
W THOUT THI' S VARI ANCE, | BELI EVE
| RONCLAD CAN CONDUCT BUSI NESS AS USUAL W TH ALMOST
ALL RETAILERS. TO DEMONSTRATE THI' S, 1'VE GONE
SHOPPI NG, AND | WOULD LI KE TO PRESENT ACTUAL
| RONCLAD TRASH BAGS PURCHASED HERE, ALL I N THE
SACRAMENTO AREA, ALL OF WHI CH COWPLY W TH CURRENT
LAW W THOUT THE EXEMPTI ON. | HAVE PRODUCTS FROM
HOME DEPOT, ORCHARD SUPPLY, LUCKY, YARD BI RDS, AND
CANNED FOODS OUTLET. AND |'D LI KE TO PRESENT THEM
AS EXHI BI T WHATEVER YOU WANT TO CALL IT.
THESE ARE CANNED FOODS OQUTLET. THEY
ARE NOT STRAP SEALED PRODUCT. THEY'RE .6 ML AND
.7 ML. SHOULD I --
CHAI RMAN PENNI NGTON:  NO, | DON T THI NK
I T"S -- UNLESS EVERYBODY WANTS TO SEE THEM
BOARD MEMBER JONES: THEY' RE NONHEAT-
AFFI XED BAGS.
(WHEREUPON EXHI BI T 10 WAS MARKED FOR
| DENTI FI CATI ON BY THE REPORTER.)
MS. VOS: THEY' RE NONHEAT- AFFI XED, YEAH.
LET ME JUST -- | GUESS AT THIS TIME, | TOLD JERRY

"D DO IT, AND I N GOOD CONSCI QUS | WANT TO MAKE
SURE THAT YOU GUYS UNDERSTAND. | DON T PROFESS TO
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KNOW | RONCLAD' S EXACT SALES PER ANY ITEM | DON T
KNOW -- ALL | CAN DO AND THE ONLY THI NG | FI GURED
| COULD DO TO TRY TO I LLUSTRATE MY PO NT WAS TO GO
I N LI KE A CONSUMER AND PERFORM MY OWN MARKETI NG
SURVEYS AND LOOK ON A SHELF AND SEE WHAT | RONCLAD
TENDS TO SELL.
WHEN | GO IN A STORE, SOME STORES |

VENT [ NTO DI DN' T HAVE ANY | RONCLAD PRODUCT. THE
ONES THAT DI D, | PULLED OFF THE SHELF. | KNOW
" VE SHOWN A LOT OF YOU MARKETI NG SURVEYS. THOSE
WERE MY PERSONAL MARKETI NG SURVEYS BASED ON WHEN |
WALKED | NTO A GROCERY STORE OR A HOVE | MPROVEMENT
CENTER, WHAT | SAWON THE SHELF. SO |IT MAY BE
THAT THE PRODUCT OVER .75 ML WAS THEI R Bl GGEST
SELLING I TEMS. | DON' T PROFESS TO KNOW ANYTHI NG
LI KE THAT. ALL I CAN TELL YOU IS CLEARLY | RONCLAD
DOES ALREADY MARKET AND SELL A TREMENDOUS AMOUNT
OF PRODUCT THAT |I'S UNDER .74 ML BASED ON THE
NUMBER OF | TEMS THAT | SEE ON A SHELF.

MS. TRGOVCICH: MR CHAIRMAN, |F I COULD
JUST PO NT OQUT, Ms. VOS HAS JUST DI SPLAYED A ROLL
OF BAGS FOR YOU. THEY ARE .6 AND .7 ML, YOQU SAY?

MS. VOS: CORRECT.

MS. TRGOVCI CH: THOSE BAGS WOULD BE
UNREGULATED. WHI LE THEY MAY COMPLY I N THE TRUE
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SENSE OF THE WORD, THEY ARE NOT REQUI RED TO
COWLY. SO, THEREFORE, THEY' RE | N COMPLI ANCE.

MS. VOS: RIGHT. THEY' RE | N COVPLI ANCE
BECAUSE THEY ARE UNREGULATED.

My CONTENTI ON IS THAT | RONCLAD MAKES
A DARN GOOD UNREGULATED BAG. AND WE WOULD HAVE
COWLETE COMPASSI ON W TH THEIR SI TUATION | F, FOR
EXAVMPLE, THEY COULDN T PRODUCE A .74 ML THAT WAS
GOOD AND MARKETABLE OR | F THEY ONLY SOLD STRAP
SEAL. BUT THE BOTTOM LI NE IS NEI THER OF THOSE
THINGS IS TRUE. THEY SELL A TREMENDOUS AMOUNT
THAT ARE UNREGULATED ALREADY.
I DON'T KNOW I F YOU WANT ME JUST TO

LEAVE THI S AS EVI DENCE. EVERYTHI NG | S LABELED
HERE. | DON T NEED TO GO THROUGH ONE BY ONE, BUT
ESSENTI ALLY | HAVE BOTH NONSTRAP SEAL AS WELL AS
STRAP SEAL PRODUCT. EVERYTHI NG W TH THE EXCEPTI ON
OF ONE, WHICH |'LL NEED TO GET TO, EVERYTHI NG I N
HERE WAS TAKEN OFF A SHELF AND | S ALREADY I N
COWPLI ANCE W THOUT THE EXEMPTI ON. SO THE
EXEMPTI ON IS NOT NECESSARY FOR ANY OF THESE
PRODUCTS TO BE I N COMPLI ANCE.

MS. TRGOVCI CH: SO ARE YOU SAYI NG THAT

THEY ARE OVER OR UNDER -- IS EVERYTHI NG I N THAT
BASKET UNDER . 757
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M5. VOS: EVERYTHI NG W TH THE EXCEPTI ON

OF ONE THI NG THAT I HAVE TO GET TO IS UNDER . 74
M L, PREDOM NANTLY STRAP SEAL, BUT SOVE NONSTRAP
SEAL AS WELL, SO THAT YOU CAN KI ND OF DEMONSTRATE
THAT EVEN ON A LOT OF THE NONSTRAP SEAL, THEY MAKE
THEM THI N ANYWAYS. THEY MAKE A DARN GOOD THI N
BAG.

"M GO NG TO TAKE A MOVENT AND GET
TO MY ONE LAST PROP. ONE MORE THING, THI S IS WHAT
| FOUND | N SACRAMENTO. | RONCLAD ALSO DCOES SELL A
LOT OF CHAI NS THAT ARE JUST BASED | N SOUTHERN
CALI FORNI A.  AND I HAD MADE A STATEMENT ABOUT
APPROXI MATELY 90 PERCENT OF ALL PRODUCTS THAT |
FOUND ON THE STORE SHELVES WAS UNDER .75 ML
ALREADY. AND IN THE REST OF SOUTHERN CALI FORNI A
CHAI' NS THAT |' M NOT PRESENTI NG ANY PRODUCT ON,
MOST OF THEM GENERALLY, |F YOU LOOKED AT THE
NUMBER OF | TEM5, NINE OQUT OF TEN OF THEM WAS UNDER
.75 ML THAT WAS AVAI LABLE ON THE SHELF RI GHT NOW
W TH ONE EXCEPTI ON.  OKAY.

THERE |'S, HOWEVER, ONE RETAI LER,
PRI CE COSTCO, WHO CARRI ES PRI VATE LABEL TRASH BAGS
MANUFACTURED | N PART BY | RONCLAD THAT ARE

PREDOM NANTLY OVER .75 M L. THE REQUEST FOR THI S
EXEMPTI ON REPRESENTS THE DESIRE TO, I N OUR
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OPI NI ON, LOCK UP ONE RETAI LER WHO PREFERS A THI CK,
H GH PERFORMANCE, NONRECYCLED TRASH BAG.

UNLI KE ALL THE OTHER RETAI LERS THAT
I VEENT I NTO, GO NG I NTO PRI CE COSTCO TWO OF THE
NI NE | TEMS AVAI LABLE FOR SALE ON THE SHELF ARE
OVER -- TWO OF THE NI NE ARE UNDER AND THE
ADDI TI ONAL PRODUCT, SEVEN OF THE NI NE PRODUCTS ARE
OVER .75 M L.

| RONCLAD REPRESENTED TO YOU THAT
THEI R WHOLE ECONOM C VI ABI LI TY WAS TI ED TO BEI NG
ABLE TO SELL STRAP SEAL. OUR CONTENTION IS THAT
THEY VWERE | N BUSI NESS LONG BEFORE THEY DEVELOPED
STRAP SEAL, AND THEY WERE SELLI NG PRETTY MJCH THE
SAME RETAI LERS, | NCLUDI NG PRI CE COSTCO, PRIOR TO
THI' S HEAT- AFFI XED SEAL AND PRI OR TO THI S EXEMPTI ON
FOR MANY, MANY YEARS.

I EVEN HAVE AN ANCI ENT BOX HERE.
THIS I'S FROM PRI CE COSTCO BEFORE THE DAYS OF STRAP
SEAL VHEN | RONCLAD WAS SELLI NG THE PRODUCT JUST
BECAUSE THEY MADE A GREAT QUALITY PRODUCT. THI S
| S PREEXEMPTI ON. THERE'S NO STRAP. THEY WERE
ALREADY SELLI NG PRI CE COSTCO.

HERE'S ONE OF PRI CE COSTCO S | TEMS

RIGHT NOW THIS IS A 13-GALLON -- | THINK IT'S
.85. YEAH. .85 ML.
102
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WHAT WOULD THAT HAPPEN | F THE
VARI ANCE |'S NOT GRANTED? | RONCLAD MAKES | T SOUND
LI KE THEY WOULD ABSOLUTELY GO OUT OF BUSI NESS.
AND WHAT | THI NK WOULD HAPPEN BY DI SAPPROVI NG THE
EXEMPTI ON, |I'T WOULD NOT PRECLUDE THEM FROM DOl NG
BUSI NESS W TH ANY OF THEI R EXI STI NG CUSTOMERS,
| NCLUDI NG PRI CE COSTCO. PRI CE COSTCO WOULD BE
FORCED TO DECI DE WHETHER TO DOWNGAUGE, AS MOST ALL
OTHER RETAI LERS HAVE, OR TO REMOVE THE STRAP AND
TO ADD THE APPROPRI ATE RECYCLED CONTENT. I N OUR
OPI' NI ON, TO DENY THI S EXEMPTI ON WOULD HAVE VERY
LI TTLE OR NO | MPACT AT ALL ON | RONCLAD.
I THI NK THAT'S PRETTY MJUCH IT. IN

SUMMARY, GRANTING THI S EXEMPTION IS I N DI RECT
CONTRADI CTI ON TO WHAT WE BELI EVE TO BE THE GOALS
OF THI' S BOARD. THE EXEMPTI ON IS UNFAI R AND, MOST
| MPORTANTLY, UNNECESSARY. THANK YOQU.

CHAI RVAN PENNI NGTON:  THANK YOU, Ms. VOS.
NEXT WE HAVE MR. VI BOCH.

MR. VI BOCH: THE PRI OR TWO SPEAKERS
REALLY COVERED THE THOUGHTS | WANTED TO EXPRESS.
| HAVE REALLY NOTHI NG ELSE TO ADD TO WHAT THEY
HAVE SAIl D.

CHAI RMAN PENNI NGTON: THANK YOU. THAT' S
APPRECI ATED. WE' RE RUNNI NG OUT OF TI ME HERE A
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LITTLE BIT. MR Pl CKELMAN.

MR. PI CKELMAN:  SAME SI TUATI ON.
ELOQUENTLY COVERED AT THI S PO NT.

BOARD MEMBER GOTCH: MAY | ASK WHO THE
TWO SPEAKERS WHO ARE NOT SPEAKI NG, WHO YQU
REPRESENT OR - -

CHAI RMAN PENNI NGTON: SURE. ONE
REPRESENTS -- MR. VI BOCH REPRESENTS
TRANSAMERI CAN - - TRANSWESTERN POLYMERS AND SO DCES
MR. Pl CKELMAN.

BOARD MEMBER GOTCH: THANK YOU.

BOARD MEMBER FRAZEE: ARE THEY BAG
MANUFACTURERS?

MR. VI BOCH: YES.

CHAI RMAN PENNI NGTON:  MR. LI VI NGSTON.

MR. LI'VINGSTON: THANK YOU, MR CHAI RVAN.
JUST QUI CKLY TO RESPOND TO SOMVE OF THE PO NTS THAT
WERE MADE. FIRST TO MR O GRADY. HE GCES BACK TO
THE 28 PERCENT THAT WE REPORTED PCR MATERI AL | N
OUR BAGS I N 1995. AND | HOPE THAT | ADDRESSED
THAT REALLY I N ADVANCE OF HI S COMMENT, THAT
ESSENTI ALLY WE HAD A FEW STRAP TRASH BAG SALES I N
CALI FORNI' A I N 1995, THAT THOSE SALES TOOK OFF IN

1996. AND SO BASI CALLY OUR SI TUATI ON FLI PPED
FLOPPED FROM 1995 TO 1996. AND SO RATHER THAN
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GETTI NG CLOSER TO THE 30 PERCENT, WE ACTUALLY GOT
FARTHER AVWAY BECAUSE OF THOSE SALES.

HE ALSO RAI SED THE | SSUE THAT STAFF
HAD RAI SED ABOUT WHY ARE WE SEEKI NG THE VARI ANCE?
VWHY NOT APPLY FOR A QUALITY EXEMPTI ON? | THI NK |
COVERED THAT I N MY OPENI NG STATEMENT AS WVELL, THAT
WE' RE NOT ELI G BLE UNDER YOUR REGULATI ON BECAUSE
OF THE W DE TEMPERATURE VARI ANCE THAT YOUR
REGULATI ON PERM TS WE CAN' T ACCOMMODATE.

I THI NK THAT | AGREE W TH WHAT AT
LEAST | UNDERSTOOD MR. O GRADY TO BE SAYI NG THAT
DONNGAUG NG ELI M NATES THE MARKET FOR POSTCONSUMER
WASTE. AND | DON T THI NK THAT' S WHAT THI S BOARD
'S ABOUT. AND OUR COWM TMENT IS TO DO OUR SHARE
I N BUYI NG THAT AND USI NG THAT I N OQUR NONSTRAP
TRASH BAGS. AND THE | DEA THAT SOVEHOW VWE CAN
FORCE CUSTOMVERS TO ACCEPT THI NNER BAGS BECAUSE
WE' RE NOT ABLE THEN TO SELL OUR STRAP BAGS AND
HAVE NO OPTI ON BUT TO DOWNGAUGE | GNORES THE
REALI TIES I N THE MARKETPLACE, | GNORES WHAT
ULTI MATE CONSUMERS WANT, | T CERTAINLY | GNORES WHAT
BUYERS OF LARGE CHAI'NS WANT, AND I T | GNORES WHAT' S
GO NG ON | N THE MARKETPLACE.

OTHER MANUFACTURERS ARE PRODUCI NG
THI CKER, HI GH PERFORMANCE TRASH BAGS W TH WHOM
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| RONCLAD |I'S COMPETI NG.  AND THE LARGE G ANTS,
PARTI CULARLY THE GLAD AND HEFTY AND MAYBE PRESTO
PROBABLY AS WELL, ARE ABLE TO LOAD UP I N SOVE OF
THEI R LONER PERFORM NG BAGS W TH POSTCONSUMER
RECYCLED CONTENT AND PROVIDE A VIRG N, HI GH
PERFORM NG BAG. AND I F | RONCLAD IS NOT ABLE TO
PROVI DE | TS STRAP BAG TO THESE RETAI LERS, THAT'S
THE KI ND OF BAG THAT YOU W LL SEE REPLACI NG
| RONCLAD PRODUCTS IN THE -- ON THE SHELVES.
THAT' S AN ECONOM C AND COMVERCI AL REALI TY.
W TH RESPECT TO Ms. VOS' TESTI MONY,

| APPRECI ATE HER TELLI NG YOU THAT SHE DOESN T
REALLY KNOW WHAT OUR MARKET SHARE |S, WHAT KI NDS
OF PRODUCTS WE SELL, AND WHAT PERCENTAGES. AND |
DON'T THI NK | NEED TO SAY MJUCH MORE ABOUT HER
MARKET SURVEY | N FI NDI NG NI NE OF TEN PRODUCTS ON
THE SHELF BEI NG BELOW . 75. | T DOES NOT REPRESENT
AND CANNOT REPRESENT THE TOTALITY OF THE PRODUCTS
THAT | RONCLAD SELLS AND, I N FACT, DCES NOT
REPRESENT THE TOTALITY. MR SM TH TOLD YOU THAT
BY FAR AND AVWAY A SI GNI FI CANT MAJORI TY OF THE
TRASH BAGS WE SELL ARE REGULATED OR . 75.

BOARD MEMBER CHESBRO. DO YOU HAVE ANY

MORE DETAI LED OR SCI ENTI FI C A SURVEY TO BACK UP
THE ASSERTI ON THAN WHAT SHE HAS PRESENTED?
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MR. LI'VI NGSTON: WE HAVE OUR SALES
FI GURES. WE KNOW WHAT WE SELL.

BOARD MEMBER CHESBRO. BUT YOU HAVEN' T
SUBM TTED ANYTHI NG TO US TO DETAI L THAT.

MR, LIVINGSTON: WELL, MR CHESBRO, WE' RE
RELUCTANT TO TELL YOU WHAT THE PRECI SE PERCENTAGE
I'S. | CAN CERTAINLY TELL YOU WHEN WE SAY THAT
I T"S A SIGNI FI CANT MAJORITY, I T'S MJCH MORE THAN
HALF.  CERTAI NLY | NDI CATE THAT.

MS. VOS ALSO - -

CHAI RVAN PENNI NGTON:  YOU' RE RELUCTANT TO
G VE US THOSE BECAUSE OF THE PUBLI C NATURE OF WHAT
YOU G VE US?

MR, LI'VINGSTON: YES, MR CHAIRMAN. IT
MAKES I'T A LI TTLE COMPLEX. | APPRECI ATE THAT.
BUT | CAN TELL YOU THAT I T'S ABOUT AS FAR AVAY
FROM THE 90 PERCENT THAT SHE ESTI MATES I N THE
OTHER DI RECTI ON AS -- YOU KNOW WHAT SHE I S
| NDI CATI NG | S COVPLETELY BACKWARDS FROM BASI CALLY
FROM THE REALI TY.

MR SMTH: GENE, IF I CAN, [|'LL ALLOW
YOU TO SAY -- |'LL TELL YOU MORE THAN 70 PERCENT
OF THE BAGS WE SELL I N CALI FORNI A ARE ABOVE . 75

ML. | CANT -- 1 DONT WSH TO GO FURTHER I N
TERMS OF RELEASI NG PROPRI ETARY | NFORMATI ON, BUT
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MORE THAN 70 PERCENT OF THE BAGS WE SELL I N
CALI FORNI A ARE ABOVE . 75.

CHAI RMAN PENNI NGTON: SO WE CAN ASSUME
THAT I T'S LESS THAN 90, BUT MORE THAN 70.

MR SMTH: I T IS CERTAINLY MORE THAN 70
PERCENT ARE ABOVE 70 PERCENT ABOVE . 75.

MR. LI'VI NGSTON: YOU COULD PROBABLY
ASSUME THAT.

MR. SM TH: |'M NOT SMART ENOUGH TO
FI GURE OUT WHAT YOU JUST SAID. MORE THAN 70
PERCENT ARE ABOVE . 75.

MR, LI'VINGSTON: AND IT'S Bl GGER THAN A
BREAD BOX.

MS. TRGOVCI CH: ARE YOU REFERRI NG TO
STRAP MORE THAN 70 PERCENT?

MR SMTH: NO  MORE THAN 70 PERCENT OF
OUR BAGS SOLD I'N CALI FORNI A ARE ABOVE .75 M L.

MS. TRGOVCI CH:  STRAP AND NONSTRAP.

MR. SM TH: YES. AND THE OVERWHELM NG
MAJORI TY OF THOSE, AND | DO NOI WSH TO G VE THE
PERCENTAGE, BUT |I CAN TELL YOU THE OVERWHELM NG
MAJORI TY OF THOSE ARE STRAP BAGS. THANK YQU.

MR, LI'VINGSTON: | T WAS ALSO PLEASI NG

ME TO HEAR MS. VOS TELL YOU THAT | RONCLAD MAKES
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COPY OF THE TRANSCRI PT AND USE THAT.

SHE MENTI ONS PRI CE COSTCO, AND |
THINK THIS IS A SERI OQUS | SSUE THAT WE SHOULD PUT
| N PERSPECTI VE. SHE TALKED ABOUT SEVEN OF THE
NI NE PRODUCTS THAT SHE FOUND ON PRI CE COSTCO S
SHELF TO BE ABOVE .75 ML. YOU SHOULD KNOW THAT
| RONCLAD I'S ONLY ONE OF THREE OR FOUR
MANUFACTURERS VWHO SUPPLY PRI CE COSTCO. AND |
THI NK THAT OTHER PEOPLE HERE I N THE ROOM PROBABLY
ALSO PROVI DE TRASH BAGS TO PRI CE COSTCO.

MR SMTH  AND AGAIN, WHILE | DON T W SH

TO DI VULGE PROPRI ETARY | NFORMATI ON ABOUT AN
ACCOUNT THAT Ms. VOS IS CURRENTLY GO NG TO AND
ATTEMPTI NG TO TELL THAT THEY SHOULD BE BUYI NG
POLY- AMERI CA BAGS AND NOT | RONCLAD BAGS, BUT | CAN
TELL YOU THAT POLY- AMERI CA OFFERS A 100- PERCENT
VI RG N BAG TO PRI CE COSTCO. AND THE ONLY
DI FFERENCE | S THAT THEY HAVE THE OTHER SALES TO
LAY OFF THE PCR REQUI REMENTS.

SO PLEASE DON' T THI NK | F YOU GRANT
THI' S VARI ANCE, WE ARE THE ONLY COWPANY THAT CAN
OFFER ANYONE A HUNDRED PERCENT VI RG N BAG. WE
WLL OFFER A STRAP BAG THAT HAS TO CONTAI N THE

VI RG N MATERI AL. COMPETI TORS ARE OUT THERE EVERY
DAY OFFERI NG 100 PERCENT VI RGN PRODUCT AND USI NG
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THE ANNUAL AGGREGATE CONCEPT AND MAKI NG UP THAT
USAGE.
MR. LI VI NGSTON:  FI NALLY, Ms. VOS ALSO

SAYS THAT THE TECHNOLOG CAL LI M TATI ONS SHOULD NOT
BE THE ONLY CONSI DERATI ON. AND | HOPE THAT THAT' S
NOT THE ONLY CONSI DERATI ON YOU HEARD HERE TODAY.
| TS PHYSI CALLY | MPOCSSI BLE FOR US TO ACHI EVE 30
PERCENT ANNUAL AGGREGATE AVERAGE. AND WE' RE ALSO
TELLI NG YOU FROM AN ECONOM C VI ABI LI TY PERSPECTI VE
THI'S VARI ANCE IS ALSO ESSENTI AL FOR | RONCLAD.

WHAT |'D LIKE TO DO, THEN, IS JUST,
I N CONCLUDI NG, JUST GO THROUGH YOUR CRI TERI A.
THESE ARE THE ONES THAT ARE SET UP I N YOUR
REGULATI ONS.

THE FI RST CRI TERI A UNDER 1(A) IS
WHETHER THE EVI DENCE PRESENTED DEMONSTRATES THAT
THE PETI TI ONER CANNOT FOR TECHNOLOG CAL OR OTHER
REASONS ACHI EVE THE ANNUAL AGGREGATE USE
REQUI REMENT. AND YOU HEARD THE TESTI MONY. WE
DON' T HAVE ENOUGH NONSTRAP TRASH BAGS TO ACHI EVE
THE 30 PERCENT.

YOU HEARD THE TESTI MONY ABOUT THE
TECHNOLOGI CAL LI M TATI ONS. BECAUSE OF THE MELT

TEMPERATURE VARI ATI ON | N TRASH BAGS CONTAI NI NG
POSTCONSUMER RECYCLED MATERI AL, WE DO NOT, AGAI N
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BECAUSE OF THE NARROW TOLERANCES COF OUR STRAP SEAL
MACHI NE, CANNOT ATTACH A STRAP TO THAT KIND OF A
TRASH BAG.

I T"S NOT THAT WE HAVEN' T TRI ED TO
FIND A COMPATI BLE POSTCONSUMER RECYCLED MATERI AL.
YOU HEARD GARY RUTLEDGE TALK ABOUT CHECKI NG W TH
OVER 60 SUPPLI ERS AND CHOOSI NG THE BEST THAT THEY
COULD PROVIDE, AND I T WAS STI LL | NCOWPATI BLE.
GARY ALSO SAI D SOMETHI NG ELSE THAT | THOUGHT WAS
| NTERESTI NG AND THAT WAS NEW TO ME. USI NG THE
DRAWSTRI NG CONCEPT, WHERE THE DRAWSTRI NG | TSELF | S
SEALED TO | TSELF, CREATES GREATER TOLERANCES,
W DER TOLERANCES. AND | F SOVEHOW | RONCLAD COULD
HAVE FI GURED OUT HOW TO PUT THE STRAP ON BOTH
SIDES OF THE TRASH BAG, IT TOO THEN COULD HAVE
EMPLOYED THE BROADER VARI ANCES.

BUT IN AN EFFORT TO TRY TO ACHI EVE
THAT, WE WERE UNABLE TO DO THAT. HAD WE BEEN ABLE
TO DO THAT, THEORETI CALLY, AT LEAST, |IT SEEMS
POSSI BLE THAT WE COULD HAVE USED POSTCONSUMER
RECYCLED MATERI AL BECAUSE THEN I T'S LESS CRI Tl CAL
ABOUT WHETHER YOU BURN THROUGH THE TRASH BAG
| TSELF BECAUSE THEN YOU RE ATTACHI NG THE STRAP TO

| TSELF, BUT WE WERE NOT ABLE TO DO THAT.
THE SECOND CRI TERI A | S WVHETHER THE
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1 EVI DENCE PRESENTED DEMONSTRATES THAT WE

2 MANUFACTURED THE ADHESI VE HEAT- AFFI XED STRAP BAGS
3 PRI OR TO JANUARY 1, 1995. | HOPE THERE IS NO

4 QUESTI ON ABOUT THAT. YOU HEARD TESTI MONY FROM

5 BOTH GARY, JERRY, AND ALSO THE DOCUMENTS THAT WE
6 PUT | NTO EVI DENCE.

7 THEN THE NEXT ONE | S WHETHER THE

8 EVI DENCE PRESENTED DEMONSTRATES THAT THE

9 PETI TI ONER CANNOT FOR TECHNOLOG CAL REASONS
ATTACH

10 HEAT- AFFI XED STRAPS TO TRASH BAGS. AND AGAIN YQU
11 HEARD GARY' S TESTI MONY, THE NARROWS TOLERANCES OF
12 THE STRAP SEAL MACHI NE

13 THE NEXT CRI TERIA I S WHETHER THE
14 EVI DENCE PRESENTED DEMONSTRATED THAT THE

15 PETI TI ONER CANNOT ADJUST THE MANUFACTURI NG

16 PROCESS. AND THE | DEA OF ATTACHI NG THAT STRAP TO
17 BOTH SI DES AND ATTACHING I T TO | TSELF WAS ONE OF
18 THE MANUFACTURI NG PROCESSES THAT WE SOUGHT TO

19 PURSUE, BUT WE WERE UNABLE TO MAKE THAT WORK
AND

20 WE CANNOT, AS WE TALKED ABOUT BEFORE, | NCREASE
THE

21 LEVEL I N OUR NONSTRAP TRASH BAGS TO ACHI EVE THE
22 AVERAGE AGGREGATE AMOUNT.

23 THE FINAL CRITERIA, AND THHS | S THE
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24 BALANCI NG TEST THAT JERRY SM TH TALKED ABOUT,
THI S
25 | S THAT THE BOARD SHOULD ALSO CONSI DER TESTI MONY
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| NDI CATI NG WHAT | MPACT GRANTI NG THE VARI ANCE W LL
HAVE ON WASTE DI VERSI ON | N CALI FORNI A AND THE
MARKET FOR POSTCONSUMER RECYCLED MATERI AL.
G VEN THE FACT THAT | RONCLAD HAS 2

TO 4 PERCENT OF THE MARKET AND THAT SOVE PORTI ON
OF I'TS PRODUCTS IS USI NG POSTCONSUMER RECYCLED
MATERI AL, THE | MPACT ON THE MARKET FOR
POSTCONSUMER RECYCLED MATERI AL W LL BE VERY, VERY
M NOR. AND CONTRAST THAT W TH THE | MPACT WHAT
DENYI NG THE VARI ANCE WOULD HAVE ON | RONCLAD, WVE
WOULD URGE YOU TO GRANT THE VARI ANCE. THANK YQU
VERY MJUCH FOR YOUR TI ME.

CHAI RMAN PENNI NGTON: THANK YOU, MR
LI VI NGSTON. OKAY. QUESTI ONS? ANY QUESTI ONS?

BOARD MEMBER RELI'S: | HAVE A QUESTI ON
BACK TO THE 28- PERCENT FI GURE, | F WE COULD PURSUE

THAT A MOMENT. OKAY. IN 1995 -- | BELIEVE I T WAS
"95 -- I T WAS 28 PERCENT. THEN YOU SAI D THAT
THE -- | BELIEVE ALL OF YOU SAI D OR BOTH OF YQU

SAID TH' S, THAT THE HEAT- AFFI XED LABEL APPRCACH
CAME | NTO EFFECT AND THE GAP GREW

DOES -- DO WE HAVE SOVE | DEA FROM
STAFF AND I N YOUR -- | DON' T WANT YOU TO DI VULGE A

NUMBER HERE -- BUT WHAT 28 PERCENT REPRESENTED | N
TONNAGE?
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1 MR. SMTH. YOU DO HAVE IN OUR ' 95
2 CERTI FI CATI ON FORM WE | NDI CATED THE TOTAL TONS OF
3 PCR THAT WE USED. AND ALSO IN THE ' 96 REPORT,
4 THEY WERE ACTUALLY FAI RLY CLOSE, EVEN THOUGH WE
5 WERE SUCCESSFUL | N | NTRODUCI NG STRAP BAGS | NTO
6 CALI FORNI A.  WE STILL WERE ABLE TO PUT I N SOVE
PCR

7 | N OUR NONSTRAP.,

8 BOARD MEMBER RELIS: SO WOULD | DERI VE
9 FROM THAT, |F | WERE TO FOLLOW THI' S LOGI C OUT,
10 THAT THE TONNAGE | S GOl NG DOAN FROM THAT ' 95
DATE?

11 MR. SMTH. | T WAS LESS.

12 BOARD MEMBER RELI'S: | T WAS | NVERSE.
13 MR. SMTH. IN'96 -- IN'96 I T WAS
14 ABOUT -- AGAIN, THE CERTI FI CATI ON FORM SHOWS
THE

15 NUVBERS. |T WAS A LITTLE BIT -- |'M NOT REAL
GOOD

16 AT MATH, BUT I T LOOKS LIKE TO ME, | HAVE THE
17 NUVBERS | N FRONT OF ME, MAYBE 10 PERCENT LESS
I N

18 '96 THAN I T WAS IN ' 95, THE TONS OF PCR THAT VE
19 USED. MAYBE -- |T LOOKS LIKE, JUST FROM

QUI CKLY

20 LOCKI NG AT THESE NUMBERS, ABOUT 10 PERCENT LESS
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I N

21 "96 THAN I T WAS I N ' 95.

22 AND AGAIN, I T"S OUR HOPE THAT I F
23 WE' RE SUCCESSFUL | N DEVELOPI NG NONSTRAP

BUSI NESS,

24 THAT WE' LL BE ABLE TO CONTINUE TO -- OUR GOAL
IS

IZg NOT TO TAKE SOMVEONE THAT' S BUYI NG THE STRAP AND
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REAL HAPPY WTH IT AND I T TOOK US TWO OR THREE
YEARS TO GET THEM TO BUY THE STRAP, OUR GOAL | S
NOT NOW TO GO TO THEM AND SAY, "WE DIDN T REALLY
MEAN I'T A COUPLE YEARS AGO WHEN WE TOLD YOU THI S
WAS MJUCH BETTER. GO BUY THI S OTHER. " OUR HOPE,
CANDI DLY, AS | | NDI CATED, IS WE WERE TRYI NG TO
DEVELOP NEW NONSTRAP BUSI NESS BY OFFERI NG A TYPE
OF BAG THAT WE' VE NEVER OFFERED BEFORE.
BOARD MEMBER RELIS:  ON THAT PO NT, |'VE

HEARD TWO DI RECTI ONS, THEN, THAT YOU ARE SAYI NG
YOU INTEND TO GO IN. ONE I'S TO CONTI NUE THE
NONGROWH OF THE NONSTRAP BUSI NESS, VWHI CH WOULD
G VE YOU, PRESUMABLY, AN ABILITY TO DO WHAT THE
OTHER MANUFACTURERS HAVE SAI D THEY' RE DO NG OR HOW
THE MARKETPLACE | S CHARACTERI ZED.

AND | WANT TO STAY AS FAR AS AVAY
FROM THE MARKETPLACE CONSI DERATI ONS AS POSSI BLE
BECAUSE | DON T THI NK THAT' S OUR BUSI NESS HERE.
OKAY.

G VEN THAT, THEN YOU VE ALSO SAI D
THAT YOU RE | NTERESTED | N PURSUI NG STI LL THE
RESEARCH FOR YOUR ABILITY TO USE PCR I N THE
HEAT- AFFI XED LABEL FRAMEWORK. BUT | HAVE NOT

HEARD ANY | NDI CATI ON THAT THAT'S JUST AN UNENDI NG
PROBLEM | MEAN THE WAY | T'S BEEN CHARACTERI ZED
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| S YOU VE BEEN WORKI NG ON I T SEVERAL YEARS. BUT
THERE' S BEEN NO BREAKTHROUGH. THERE' S NO PROGRESS
I N THAT FRONT. AND SO THERE' S NO LI GHT AT THE END
OF THAT TUNNEL THAT YOU CAN G VE US HERE. | S THAT
A FAI R CHARACTERI ZATI ON?

MR, LIVINGSTON: | THINK THAT IS, MR
RELI'S, W TH RESPECT TO FI NDI NG A POSTCONSUMER
MATERI AL THAT CAN WORK. | THI NK THAT WHERE THERE
'S SOME POTENTI AL HOPE IS I N SOVE MODI FI CATI ONS TO
THE PROCESS, TO THE EQUI PMENT, AND THAT WOULD BE
THE THI NG THAT WE' D PURSUE W TH ADDI TI ONAL
RESEARCH AND DEVELOPMENT.

MR. SM TH: LET ME TRY TO TAKE A CRACK
ALSO. LET ME BE BLUNT. MY GOAL IS TO CONTI NUE TO
BE ABLE TO SELL STRAP BAGS. | AM A REALIST TO
KNOW THAT I F | GET THI S VARI ANCE THROUGH THE END
OF '98, IT WLL, LET US SAY, NOT BE AN EASY
PROCESS TO GET | T EXTENDED BEYOND THAT TIME. TH'S
HASN' T BEEN AN EASY PROCESS SO FAR. SO | KNOW
THAT | WANT TO SELL STRAP BAGS, BUT | ALSO KNOW
THAT | HAVE TO CONTINUE TO FIND A WAY TO SEE | F
THERE' S SOVETHI NG CAN BE DONE WHERE WE CAN
| NTRODUCE PCR | NTO THE STRAP BAG BAG.

SO |1'M GO NG TO CONTINUE. SO I F YQU
ARE ASKI NG ME DO | KNOW THAT | CAN DO THAT AT THI S
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TIME, | DON T. HAVE WE BEEN UNSUCCESSFUL SO FAR?
YES. ARE VWE GO NG TO CONTI NUE TO TRY? THE ANSWER
I S YES.
AT THE SAME TI ME, ON A PARALLEL
TRACK, 1'M GO NG TO TRY TO DEVELOP MORE NONSTRAP
BUSI NESS SO THAT IF | AM-- IF | DO GET TH S
VARI ANCE THI' S TI ME, AND WE HAVE TO TALK ABOUT THI S
AGAIN, MAYBE |'M GO NG TO HAVE AN ABI LI TY AT THAT
TIME TO USE MORE PCR THAT I'M NOT NOW ABLE TO USE
I N THE STRAP BAGS, BUT TAKE SOME OF THAT PCR AND
USE IT I N MY NONSTRAP. |'LL HAVE MORE NONSTRAP
PRODUCT | N THAT MATHEMATI CAL DI LEMVA THAT WE TODAY
FACE. | DON'T KNOWIF I T WLL BE ELI M NATED, BUT
| T WLL BE LESSENED.
HAVE | ANSWERED YOUR QUESTI ON, MR.

RELIS? |'"M TRYI NG TO PROCEED ON TWO TRACKS.

BOARD MEMBER RELI'S:  YOU ANSWERED | T AS
BEST YOU CAN, YES.

CHAI RMAN PENNI NGTON:  ANY OTHER
QUESTIONS? | F NOT, |'D LIKE TO --

BOARD MEMBER FRAZEE: JUST BASED ON THE
NO OTHER QUESTI ONS, | WAS GO NG TO MAKE A MOTI ON.

CHAI RMAN PENNI NGTON: 1" VE GOT ONE TOO.

BOARD MEMBER FRAZEE: | WAS GO NG TO MOVE
THE ADOPTI ON OF RESOLUTI ON 97-336, AND UNDER THE
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RESCLVED CLAUSE, OPTION 1, WHI CH APPROVES
| RONCLAD' S PETI TI ON FOR A VARI ANCE FOR THE MAXI MUM
OF TWO YEARS TO BE EFFECTI VE JANUARY 1, '97,
THROUGH DECEMBER 1, '98, AND THEN STRI KI NG 2, 3,
AND 4.

CHAI RMAN PENNI NGTON: OKAY. | WONDER - -

COW TTEE SECRETARY: WHAT ARE YQU
READI NG FROM BOB?

BOARD MEMBER FRAZEE: FROM THE RESOLUTI ON
| TSELF THAT' S I N THE PACKET.

MS. TRGOVCI CH: PAGE 391 OF THE PACKET.

CHAI RMAN PENNI NGTON: | WONDER | F YOU
WOULD ACCEPT ADDI NG TO THAT THAT THE VARI ANCE
WOULD BE EFFECTI VE JANUARY 1, '97, THROUGH
DECEMBER 31, '98, WTH A REVI EW OF THE VARI ANCE
UNDER PRC CODE 42298(B)(4) IN JUNE OF '98. IN
OTHER WORDS, WE'D COVE BACK AND LOOK AT IT. WE D
SET A HEARI NG DATE | N DECEMBER, COVE BACK AND LOOK
AT I'T NEXT JUNE, BUT THEY'D BE ABLE TO RUN THROUGH
THE YEAR.

BOARD MEMBER FRAZEE: YES, | WOULD ACCEPT
THAT. JUST A THOUGHT ON THAT IS | F THEY WERE
GO NG TO APPLY FOR ANOTHER VARI ANCE, THEY WOULD

HAVE TO BE APPLYI NG BY THAT TI ME ANYWAY.
CHAI RMAN PENNI NGTON:  FI NE.
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BOARD MEMBER FRAZEE: SO THAT M GHT
CO NCI DE W TH THAT.

CHAI RMAN PENNI NGTON: 1" LL SECOND YOUR
MOT| ON.

BOARD MEMBER CHESBRO MR CHAIRVAN, |'M
OPPOSED TO GRANTI NG A VARI ANCE AND FOR SEVERAL
REASONS. FIRST OF ALL, | DON T BELI EVE THAT
ADEQUATE EVI DENCE HAS BEEN SUBM TTED, | N SPI TE OF
ALL THE TECHNI CAL DESCRI PTI ON OF THEI R PROCESSES,
THAT THEY ARE UNABLE TO COWPLY. EVEN | F THEY' RE
UNABLE TO COWLY BY MEETI NG THE RECYCLED- CONTENT
REQUI REMENT, | RONCLAD COULD MEET THE REQUI REMENT
BY DOMWNSI ZING TO .74 ML, WHICH, WHILE IT'S NOT
RECYCLED CONTENT, 1T'S BETTER THAN NEI THER OF THE
TWO CHO CES THAT ARE IN THE LAW WH CH | S RECYCLED
CONTENT OR DOWNSI ZI NG, WHICH I S A FORM OF SOURCE
REDUCTI ON.

SO IT'S THE LEAST DESI RABLE OF THE

THREE ALTERNATIVES. | WLL NOT DI SAGREE W TH MR.
LI VI NGSTON' S CONTENTI ON THAT RECYCLED CONTENT | S
THE GOAL OF THE LAW BUT | THI NK THE LEG SLATURE
CLEARLY SAI D THAT I F YOU SOURCE REDUCE, THAT
THAT' S A WAY OF COMPLYI NG. AND | DO THI NK THAT' S

A METHOD OF COMPLI ANCE THAT THEY' RE CAPABLE OF
ACHI EVI NG.
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AND | WOULD DI SAGREE W TH THE
EARLI ER STATEMENT THAT THE QUESTI ON OF COWVPETI TI VE
ADVANTAGE OR DI SADVANTAGE |S NOT AN | SSUE. | KNOW
I T"S A DANGEROUS AREA FOR US TO GET I NTO, BUT |
BELI EVE THE GRANTI NG OF THI S VARI ANCE G VES
| RONCLAD AN UNFAI R COWPETI TI VE ADVANTAGE I N THE
MARKETPLACE, VWHI CH | S NOT NEUTRAL W TH REGARDS - -
THE GRANTI NG OF THE VARI ANCE WOULD NOT BE NEUTRAL
W TH REGARDS TO THE COWPETITIVE ISSUE. |IT IS, IN
FACT, THE GRANTI NG OF A COWPETI TI VE ADVANTAGE,
WHI CH -- AND THAT | NTRODUCES TO ME THE | SSUE OF
WHETHER OR NOT THERE'S A LEVEL PLAYI NG FI ELD. SO
"M GO NG TO BE VOTI NG AGAI NST THE MOTI ON.

BOARD MEMBER RELI'S: MR CHAIR, | HAVE A

COUPLE THI NGS TO SAY. |'VE GOI' A PROBLEM W TH THE
EXEMPTI ON BASED ON VWHAT |'VE HEARD. AND | WANTED
TO PERHAPS, AFTER WE VOTE THI S OUT, MAYBE
| NTRODUCE ANOTHER | DEA.

BUT | GO DOWN THE LI ST OF THE
REASONS FOR OUR FI NDI NGS, AND | FIND ON MATTER A,
WHETHER THE EVI DENCE PRESENTED DEMONSTRATES THE
PETI TI ONER CANNOT FOR TECHNI CAL REASONS OR OTHERS
USE -- MEET THE REQUI REMENTS. | PROBABLY AGREE

W TH THAT ONE. | PROBABLY AGREE W TH B, C,
UNDETERM NED ABOUT D. | REALLY CAN T MAKE THAT
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EVALUATI ON.

ITS NO 2 -- "MSORRY. YES, ITS
NO. 2 THAT | FIND THE LARGEST PROBLEM W TH.  AND
THAT IS WHAT THI' S SI GNALS FOR POSTCONSUMER USE | N
THE STATE. WE' VE GOT A LOT OF PROBLEMS | N
MAI NTAI NI NG THE PROGRESS WE' VE MADE | N SUPPORTI NG
THE POSTCONSUMER | NDUSTRY THAT HAS BEEN BUI LT UP
HERE. AND | SEE CONTI NUI NG ERCSION I N THAT. SO |
HAVE A PROBLEM THERE.

SO |' M JUST STATI NG THAT. WE ALSO
HAVE FI VE MANUFACTURERS HERE WHO ARE TESTI FYI NG
El THER DI RECTLY OR | NDI RECTLY AGAI NST THI S MEASURE
AND ONE RESI N PRODUCER. SO THAT TROUBLES Mg, THAT
WE' VE HAD MANY | NSTANCES BEFORE THE BOARD VWHERE
WE' VE HAD REGULATORY | SSUES THAT -- WHERE WE' VE
BEEN ABLE TO RESOLVE THE DI FFERENCES BETWEEN THE
DI FFERENT PARTIES, AND | T DOESN T SEEM LI KE WE' VE
BEEN ABLE TO DO THAT HERE.

BOARD MEMBER JONES: MR. CHAI RVAN.
CHAI RMAN PENNI NGTON:  LET ME SAY ONE

THI NG HERE, THAT | CERTAINLY WOULD DI SCOUNT THE
LETTER FROM PRESTO PRODUCTS. THEY SAY THEY
DI SAGREE W TH WHAT THE ARGUMENTS ARE. THEY' RE NOT

EVEN HERE TO HEAR THEM
MS. VOS: THEY' RE TALKI NG ABOUT THE
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MAI LED TESTI MONY.

CHAI RMAN PENNI NGTON:  WELL, THEY SHOULD
SAY THAT. GO AHEAD.

BOARD MEMBER JONES: | THINK | T'S REALLY
| MPORTANT. | AGREE WTH MR RELIS, THAT WE' VE GOT
TO GO DOWN THI' S LI ST OF CRI TERIA AND BASE TH S ON
THE EVI DENCE THAT |'S PRESENTED. | THI NK THE
EVI DENCE | S PRESENTED TODAY ON THI S STRAP NACHI NE,
AND THE TIM NG OF THAT. YOU KNOW WE' VE GOT A
REAL | SSUE W TH WHEN THE LAW BECAME -- WHEN THE
LAW VENT | NTO EFFECT. THAT'S PART OF THE
EVI DENCE.

THE OTHER THING | S THAT'S A PRETTY
| NCREDI BLE MACHI NE TO DEVELOP BY | N HOUSE TO BE
ABLE TO START A PRODUCT LINE. TO END UP WTH $10
M LLION I N DEBT I N RESEARCH AND DEVELOPMENT, TO GO
DOWN A ROAD TO BE ABLE TO COWETE BEFORE THE LAW
WAS EVER ENACTED OR EVER THOUGHT OF BEI NG ENACTED,
AND TRY TO PAY THAT LOAN OFF, PAY THAT STUFF OFF
I N ANY SMALLER TI ME, WHI LE WE MAY NOT WANT TO SEND
OQUT A MESSAGE TO -- ON PCR, WHAT KI ND OF MESSAGE
DO WE SEND OUT TO EVERYBODY THAT YOU CAN | NVEST
$10 M LLION, THE LEG SLATURE CREATES A LAW

LEG SLATURE AT THE SAME TI ME CREATES A VARI ANCE
BASED ON TESTI MONY AND EVI DENCE, AND WE DI SCOUNT
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THAT. WE LET 50 PEOPLE GO OQUT OF WORK I N TUSTI N.
WE | NCREASE THE VI ABI LI TY OF OTHER COVPANI ES, WHO
BY THE NATURE OF THEIR SI ZE, AND IT WAS PART OF
THE TESTI MONY WAS THERE ARE VIRG N M L BAGS OVER

. 75 THAT WERE BEI NG MARKETED, BUT BECAUSE OF THE

SI ZE OF THE COWPANY, | TS NOT A Bl G DEAL.

THEY' RE STI LL OUT MARKETI NG VI RG N
MATERI AL EVERY DAY. THI' S COWPANY | S SAYI NG,
THROUGH TESTI MONY, THAT THE ONLY WAY THAT THEY CAN
CONTI NUE | N BUSI NESS, KEEP THESE PEOPLE WORKI NG,
IS TO HAVE THI S LEGAL VARI ANCE AND TO DEVELOP THE
LI NES AND DEVELOP THE SALES | N PCR CONTENT BAGS
THAT ARE NOT STRAP ATTACHED.

[ THINK THAT'S -- | MEAN WE CAN -- |
JUST REALLY HOPE WE DEAL W TH THE EVI DENCE BECAUSE
THE EVI DENCE THAT -- | MEAN | HEARD ONE TESTI MONY
SAY, "GEEZ, THIS IS JUST NOT FAI R " YOU KNOW
VWELL, | DON T KNOW HOW -- FAIR TO WHO? YOU KNOW
| MEAN I T''S NOT FAI R

THEY CAME UP WTH A TREMENDOUS | TEM
| MEAN | F THERE WAS NO PRC CODE | NTENT, THAT'S A
HELL OF A -- THAT'S I NCREDI BLE THAT SOMEBODY COULD
THI NK OF THAT MACHI NE | N HOUSE TO BE ABLE TO

MARKET A PRODUCT. THAT -- THAT'S WHAT THIS | S ALL
ABQUT.
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THEY WERE ALL -- | MEAN TESTI MONY BY
MS. VOS SAYS | RONCLAD WAS ALREADY | N PRI CE COSTCO
PRI OR TO EVER | NVENTI NG THI S. VWHEN THEY | NVENTED
| T, THEI R MARKET SHARE VIENT UP. THAT'S WHAT
EVERYTHI NG I S ABOUT. G VE THEM TWO YEARS TO END
UP SELLI NG MORE BAGS WTH PRC INIT -- PCRINIT
SO THAT THEY CAN COVE | NTO COWVPLI ANCE, BUT ALL
WE'RE DONG IS -- $10 MLLION I N DEBT AND NO TI ME
TO SELL I'T OFF AND PUTTI NG 50 PEOPLE OUT OF WORK
ON A PRODUCT THAT' S OBVI QUSLY WORKI NG, PEOPLE WANT
THE PRODUCT, AND WE' RE TALKI NG ABOUT SOVEBODY
THAT' S GOT 1 PERCENT OF THE TRASH BAG BUSI NESS | N
THE UNI TED STATES.

THE MESSAGE IS IF YOU GET THIS -- |IF
YOU GET THI' S VARI ANCE, YOU ARE GO NG TO WORK
AWFULLY HARD | N DEVELOPI NG OTHER LI NES THAT GET
CONTENT OUT THERE. THERE'S PEOPLE -- THERE WAS
SOVEBODY FROM APC HERE. THEY KNOW HOW | FEEL
ABOUT PLASTIC. | WANT MARKETS FOR | T BECAUSE WE
HAD TO COLLECT I'T. BUT | MEAN THE TESTI MONY, I N
MY MND, IS REAL OBVI OQUS THAT WHAT YOU GUYS HAVE
DEVELOPED HERE AND DEVELOPED BEFORE THE LAW EVER
CAME | NTO EXI STENCE CAN' T COMPLY.

I F YOU TRI ED 60 RESI N PRODUCERS OF
PCR, AND THEY COULD NOT COMPLY W TH YOUR MACHI NE,
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THAT AT LEAST IS AN EFFORT TO TRY TO DO SOVETHI NG.
THERE ARE 60 PEOPLE -- 60 GROUPS THAT CAN T MEET
YOUR SPECI FI CATI ON.  SAYS SOVETHI NG ABOUT HOW
TECHNOLOGY EVOLVES. YOU KNOW | T NEEDS TO

CONTI NUE TO EVOLVE. WE HAVE TO HAVE A PRODUCT
THAT CAN USE THAT PCR.  AND | THI NK THAT SOVE OF
THE FOLKS OUT HERE, THE BLENDERS AND THE PEOPLE
THAT ARE USI NG I T, ARE WORKI NG EVERY DAY TO COME
UP WTH A H GHER QUALI TY POSTCONSUMER PRODUCT THAT
CAN BE USED. | MEAN | HOPE THEY ARE.

BUT | THI NK, BASED ON THE EVI DENCE,
| T"S PRETTY OBVI OQUS THAT THI S MACHI NE | S WHAT
MAKES -- THAT'S WHAT THE I SSUE | S | S THAT MACHI NE.
THAT' S VWHY THE VARI ANCE WAS | N THE LAW AND I
AGREE THAT WE SHOULD Gl VE THE VARI ANCE.

BOARD MEMBER RELI'S: | WOULD LI KE TO JUST
RESPOND A BI' T BECAUSE | THI NK THERE ARE A COUPLE
OF FACTORS. | F WE' RE SAYI NG, FIRST OF ALL, THAT
THERE WAS NO VARI ANCE, THERE HAS BEEN A VARI ANCE,
AND THE VARI ANCE HAS BEEN | N EXI STENCE FOR SEVERAL
YEARS.

NOW WHETHER THAT' S ADEQUATE TI ME OR
NOT TO COME UP W TH AN APPROACH THAT MEETS THE

LAW | DON'T KNOWFOR SURE. | DON T THI NK THAT' S
W THI N OUR KEN REALLY, THE TECHNOLOGH CAL
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BREAKTHROUGHS THAT M GHT BE NEEDED TO USE IT IN A
HEAT- AFFI XED WAY. BUT IN TERMS OF THE PRODUCT M X
THAT | RONCLAD CHOOSES TO OFFER, IT IS POSSI BLE TO
COWLY WTH THE LAWW THIN THAT M X. AND THAT' S
WHERE MY CONCERN | S.

I F WE WERE TO BY EXTENSI ON, MR
JONES, OF YOUR REASONI NG APPLY THAT REASONI NG, WE
COULD SAY, WELL, PAPER | NDUSTRY | NVESTED TEN
Bl LLI ON I N UTI LI ZI NG SECONDARY CONTENT. THEY MADE
TECHNOLOG CAL | NVESTMENTS | N KEEPI NG W TH A POLI CY
DI RECTI ON THAT THI S STATE AND OTHER STATES WANTED
TO GO | N.

SO | F WE WERE TO | SOLATE CERTAI N
PRODUCTS AND SAY, WELL, THESE W LL BE THE PARADI GM
FOR THE AREA | N QUESTI ON, CALL I T PLASTI CS,
PLASTI C BAGS, AND THE WHOLE MOVEMENT 1S TO
NONPOSTCONSUMER USE, | THI NK WE' RE GO NG I N THE
VWRONG DI RECTION. SO I'T'S NOT THAT | DI SBELI EVE
| RONCLAD' S ARGUMENT TECHNOLOG CALLY, BUT 1'M NOT
NARROW NG I T TO THAT FACTOR ONLY. THAT'S MY
DI FFERENCE. | BELI EVE THEY' VE MADE A GOOD
TECHNOLOGI CAL ARGUMENT, BUT THAT | SN' T THE SOLE
CRI TERI A.

LET ME -- WELL, I'LL STOP THERE.
BOARD MEMBER GOTCH: MR, CHAIR, | WON' T
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BE VOTI NG FOR THE VARI ANCE EI THER. EXPANDI NG THE
USE OF RECYCLED MATERI ALS | N CALI FORNIA IS ONE OF
THI' S BOARD S PRI MARY GOALS. AND GRANTI NG THE
VARI ANCE W LL SEND A MESSAGE THAT THE BOARD DOES
NOT STAND BEHI ND MARKETS FOR RECYCLED MATERI ALS.
CHAI RMAN PENNI NGTON:  OKAY.
BOARD MEMBER FRAZEE: MR, CHAIR, WHAT
DRI VES ME TO MY DECI SION IS ONE OF ULTI MATE
FAI RNESS. THE FACT THAT THI S COVPANY WAS GRANTED
A VARI ANCE FOR BETTER OR FOR WORSE BY THE
LEG SLATURE, AND THE LEG SLATURE SET OUT A
PROCEDURE FOR AN EXTENSI ON OF THAT VARI ANCE, THI S
COVPANY | N GOOD FAI TH APPLI ED FOR THAT VARI ANCE
SOME -- NEARLY A YEAR AGO, WAS THAT CORRECT? AND
| T WAS BECAUSE OF OUR OWN | NTERNAL PROBLEMS OF

HAVI NG REGULATI ONS | N PLACE TO ACCOVMODATE THAT
VARI ANCE THAT BROUGHT US TO THI S DATE.

SO THEY' RE ALREADY S| X MONTHS | NTO
NONCOMPLI ANCE | F WVE FAIL TO GRANT THEM THI'S. THE
SHUTDOWN Tl ME, THE CHANG NG OF METHODS ARE GO NG
TO REQUI RE THE BALANCE OF THE YEAR OR MORE. AND
SO | JUST BELI EVE, FOR ULTI MATE FAI RNESS, THAT
THEY NEED THI S EXTENSI ON, AT LEAST UNTIL THE END
OF NEXT YEAR TO WORK OUT THEI R | NVENTORY, WORK
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BE I N COWPLI ANCE. BUT TO CUT THEM OFF M DSTREAM
I S JUST PATENTLY UNFAIR I N MY VI EW

CHAI RMAN PENNI NGTON:  VEELL, | CERTAINLY
AGREE. AND | THINK THAT THE LEG SLATURE PUT THE
VARI ANCE | N THERE AFTER SOVE DEBATE AND HAD
SOVETHING IN M ND. | WONDER, THOUGH, |F THERE IS
NO -- IF I RONCLAD GOES OUT OF BUSI NESS, WHO S
GO NG TO PICK UP THE LGSS OF THE PCR THAT THEY' RE
NOW USI NG? | MEAN WE' RE GO NG TO LOSE -- WHAT
THEY' RE USI NG NOW WE' RE GO NG TO LOSE THAT TOO.

BOARD MEMBER FRAZEE: THAT'S THE
COWPETI Tl VE ADVANTAGE THAT SOVEONE TALKED ABOUT
AND WORKS I N THE OPPGOSI TE DI RECTI ON.

CHAI RMAN PENNI NGTON:  NO, BUT THEY' RE
GO NG TO GO -- THEY' RE GO NG TO HAVE A BAG THAT
IS -- DOESN T USE ANY PCR EI THER. SO WE' RE
LOSI NG -- BY NOT GRANTI NG THEM THE

VARI ANCE, WE' RE

18 GO NG TO LOSE THEI R PARTI Cl PATI ON
IN THE PRC

19 MARKET.

20 OKAY. | GUESS

THERE' S NO MORE

21

DI SCUSSI ON.  EVERYBODY' S GOT' THEI R

M ND MADE UP.

22

MS. KELLY, WLL YOU CALL THE ROLL,
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PLEASE.
23 BOARD SECRETARY: BOARD
MEMBER CHESBRO.

24 FRAZEE.
25 BOARD MEMBER FRAZEE:
AYE.
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BOARD SECRETARY: GOTCH.

BOARD MEMBER GOTCH: NO.

BOARD SECRETARY: JONES.

BOARD MEMBER JONES: AYE.

BOARD SECRETARY: RELI S.

BOARD MEMBER RELI' S: NG

BOARD SECRETARY: CHAI RMAN PENNI NGTON.

CHAI RMAN PENNI NGTON:  AYE.  MOTI ON FAI LS.

BOARD MEMBER RELIS: MR CHAIR, | WANT TO
TRY SOMVETHI NG AND SEE | F THERE' S ANY | NTEREST I N
THI S.

QUT OF -- LET ME FIRST GO THROUGH A
FEW PO NTS. AS | | NDI CATED EARLI ER, | ACCEPT
| RONCLAD' S ARGUMENTS THAT I T PROBABLY CAN T REACH
30 PERCENT RCP AND STILL GROW I TS STRAP BAG
MARKET. BUT | ALSO NOTE THAT | RONCLAD DI D USE A
CERTAI' N PROPRI ETARY TONNAGE OF RECYCLED RESIN I'N
"95. AND IT'"S IN OUR OVERALL | NTEREST TO SEE THAT
TONNAGE AT LEAST MAI NTAI NED OR | NCREASED. | MEAN
THAT'S, AS | SEE IT, AN OVERALL BOARD
CONSI DERATI ON.
G VEN THAT, COULD | RONCLAD MAI NTAI N

THE SAME TONNAGE LEVEL OF RECYCLED RESI NS MORE OR

LESS IN I TS NONSTRAP REGULATED BAGS TODAY AS I T
USED IN '95? COULD WE SET UP A SYSTEM TO COLLECT
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SUCH TONNAGE DATA, | NCLUDI NG BOTH ' 95 BASELI NE AND
SUBSEQUENT YEARS ON A PROPRI ETARY BASI'S, AND COULD
THI'S BE DONE QUI CKLY? | F SO, | THINK | T WOULD

BE -- AND I WOULD OFFER A MOTI ON TO | SSUE A

VARI ANCE TO | RONCLAD CONDI TI ONAL.

CHAI RMAN PENNI NGTON:  MR. RELI S,
UNFORTUNATELY YOU CANNOT | SSUE A MOTI ON. WE' VE
DECIDED. AND | THINK I'F THE -- THEY TOLD ME THAT
WE COULD ONLY TAKE ONE VOTE ON THI S.

BOARD MEMBER RELI'S:  THAT'S NOT TRUE.

MS. BORZELLERI: NO

CHAI RMAN PENNI NGTON:  |' M SORRY.

BOARD MEMBER RELI'S:  WHAT |I'M TRYI NG TO
FRAME BY WAY OF A MOTI ON WOULD BE TO | SSUE A
VARI ANCE TO | RONCLAD CONDI TI ONAL UPON | RONCLAD
CERTI FYI NG THAT I'T HAS APPROPRI ATELY MAI NTAI NED OR
| NCREASED THE TONS OF RECYCLED RESIN USED IN | TS
NONSTRAP REGULATED BAGS. THAT'S BASI CALLY IT. |
DON' T HAVE -- THAT'S KIND OF LI KE HOLDI NG TO A
CONTENT LEVEL.

BOARD MEMBER FRAZEE: THAT WOULD
ESSENTI ALLY BE CONDI TI ON NO. 3 I N THE RESOLUTI ON.

BOARD MEMBER RELI' S: YES, THAT' S CORRECT.

THAT' S CORRECT.
NOW | REALIZE THAT'S NOT A HAPPY
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PROPOSAL PROBABLY FROM YOUR END, BUT | T SATI SFI ES
MY CONCERN THAT WE' RE NOT BACKSLI DI NG.

MR, LI VINGSTON: SHOULD WE TRY TO RESPOND
TO THAT AT THI' S TI ME? | SUPPOSE YOUR CHARACTERI -
ZATI ON I'S ACCURATE I N TERMS OF NOT BEI NG A HAPPY
RESCLUTI ON. THE -- YOUR MOTI ON WOULD BE, AS |
UNDERSTAND | T, THEN, THAT THE VARI ANCE WOULD BE
GRANTED THROUGH THE END OF DECEMBER 1998. S| NCE
WE' RE NEAR THE END OF JULY NOW WOULD I'T BE
APPROPRI ATE TO LIM T THAT CONDI TI ON TO SALES I N
1998 SINCE WE DON' T HAVE MUCH ABILITY TO | MPACT
THAT I N 1997?

BOARD MEMBER RELI' S:  WELL, 1'M
| NTERESTED -- LET ME JUST MAKE SURE | UNDERSTAND
WHAT YOU ARE DO NG THE FI GURE, THE BENCHMARK, |
WAS USI NG WAS YOUR ' 95 FIGURE. YOU HAD A TONNAGE
AMOUNT LI NE THAT WAS VERY CLOSE TO OUR REQUI RE-
MENT.

MR. LI VI NGSTON:  YES.

BOARD MEMBER RELI'S:  THAT'S WHAT |'M
| NTERESTED | N, BOTTOM LI NE.

MR. LI'VI NGSTON: | UNDERSTAND. RI GHT.
AS MR. SM TH TESTI FI ED, THAT DROPPED SOME | N

BOARD MEMBER RELI'S:  THAT'S CORRECT. |
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25 REALI ZE THAT' S PROBABLY VHY | T WOULDN' T BE A
HAPPY
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PROSPECT.
MR, LI'VINGSTON: | DON T KNOW VWHERE W\E
ARE I'N 1997 ON I T, BUT WHAT | WAS SUGGESTING | S

THAT WE DON' T HAVE MJUCH TI ME LEFT IN 1997 TO
| MPACT THAT NUMBER.

BOARD MEMBER RELI'S: OH, | SEE.

MR. LI'VINGSTON: BUT I F WE COULD MAKE
THAT CONDI TI ON APPLI CABLE TO 1998, THEN I T SEEMS
MORE DOABLE. | NEED TO TALK JUST A LITTLE BIT
WTH MR SM TH ABOUT THAT.

BOARD MEMBER RELIS: | MEAN | F THERE WAS
| NTEREST IN THI S MOTI ON AT ALL, | WOULD SUGGEST

TAKE A FEW M NUTE BREAK AND - -

MR. LIVINGSTON: | WOULD -- CAN | SECOND
THAT MOTI ON, MR. CHAI RVAN?

MR. SMTH. CAN | THIRD I T?

CHAI RVAN PENNI NGTON: THAT'S FINE. |F
THERE' S | NTEREST, WE CAN TAKE A BREAK.

( RECESS TAKEN. )
CHAI RVAN PENNI NGTON:  OKAY. ARE WE

NOW PAUL?
BOARD MEMBER RELI'S:  YES.
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23 CHAI RMAN PENNI NGTON: BEFORE WE GO BACK
24 TO THI'S QUESTION, | DO WANT TO ASK MS. VOS WHERE
25 I N CALI FORNI A | S POLY- AMERI CA' S PLANTS?
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1 M5. VOS: WE DON'T HAVE A PLANT IN

2 POLY- AMERI CA.  |' M LOCATED OUT HERE. WE DO NOT
3 HAVE A PLANT | N CALI FORNI A.

4 CHAI RMAN PENNI NGTON: YOU BUY PCR FROM
5 CALI FORNI A?

6 MS. VOS: WE ARE A RECYCLER ALSO. I N

7 ADDI TI ON TO BEI NG A MANUFACTURER, WE'RE A
RECYCLER

8 OF PLASTIC. WE RECYCLE 150 TO 200 M LLI ON POUNDS
9 OF RECYCLED PLASTIC A YEAR

10 CHAI RVAN PENNI NGTON:  BUT THAT WHI CH YQOU
11 PUT I N YOUR BAGS, | T COVES FROM CALI FORNI A?

12 MS. VOS: NO. SOVE DOES. ACTUALLY A
LOT

13 OF I'T, BUT WE DO I T OURSELVES.

14 CHAI RMAN PENNI NGTON:  HOW MUCH OF I T?
15 M5. VOS: YOU KNOW | CAN GET THAT. |
16 DON' T KNOW OFF THE TOP OF MY HEAD. |'M NOT W TH
17 OUR RECYCLI NG DEPARTMENT. WE ARE A RECYCLER

SO,

18 FOR EXAMPLE, WE M GHT COLLECT AND RECYCLE PRODUCT
19 FROM TARGET OR KMART I N CALI FORNI A AND TAKE THAT
20 AND REPROCESS THAT | NTO FI NI SHED GOOD THAT' S USED
21 I N OQUR TRASH BAGS. SO | T MAY BE FROM CALI FORNI A
22 ORI Gl NALLY.

23 CHAI RVAN PENNI NGTON:  YOU UNDERSTAND |' M



Please note: These transcripts are not individually reviewed and approved for accuracy.

24 TRYI NG TO FI GURE HOW PUTTI NG THEM OUT OF BUSI NESS
25 'S GO NG TO HELP US GET MORE PCR USED.
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1 MS. VOS: MWELL, TWO REASONS. NO. 1, MY
2 CONTENTI ON IS THAT THEY SCOLD PLENTY OF BAGS PRI OR
3 TO THEI R STRAP SEAL. THI'S WLL NOT PUT | RONCLAD
4 OUT OF BUSINESS. | DON' T SEE WHERE | T WLL DO

5 MJUCH OF ANYTHI NG TO | RONCLAD AT ALL. THEY CAN

6 DOWNGAUGE; THEY CAN TAKE THE STRAP OFF THE BAG.

I

7 DON'T BELIEVE I T WLL DO THAT.

8 CHAI RMAN PENNI NGTON:  THAT' S NOT

9 ANSVEERI NG THE QUESTI ON.

10 MS. VOS: WHAT WOULD HAPPEN, OBVI OQUSLY,
11 WE MAY NOT -- NOTHI NG M GHT HAPPEN -- IT'S

NOTHI NG

12 ORI G NALLY TO US. | T WOULD BE OBVI OQUSLY THEI R
13 BUSI NESS W LL BE SPREAD UP AMONG OTHER

14 MANUFACTURERS VWHO WOULD HAVE TO BE COWPLYI NG W TH
15 THE LAW

16 CHAI RMAN PENNI NGTON:  YOU RE NOT ONE OF
17 THEM BECAUSE YOU DON' T HAVE A PLANT HERE.

18 M5. VOS: |'M SORRY. THE BUSI NESS WOULD
19 BE SPREAD TO OTHER COMPANI ES, OTHER
MANUFACTURERS.

20 OBVI OQUSLY, ANYBODY | F WE WENT OUT OF BUSI NESS - -
21 CHAI RMAN PENNI NGTON: OH, | SEE. YOU
ARE

22 NOT MANUFACTURI NG HERE I N THI' S STATE.
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23 MS. VOS: PARDON ME?
24 CHAI RMAN PENNI NGTON:  BUT YOU RE NOT
25 MANUFACTURI NG HERE I N THI S STATE.
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MS. VOS: NO.
CHAI RMVAN PENNI NGTON: SO, THEREFORE, YOQU
ARE NOT USI NG -- BASI CALLY NOT USI NG PRC FROM

STATE.

MS. VOS: WELL, WE ARE BECAUSE WE TAKE
PRODUCT FROM CALI FORNI A, WE RECYCLE I T, PUT
| NTO -- POLY- AMERI CA WOULDN' T NECESSARI LY PI CK UP
ANY SLACK. OKAY. OTHER COVPANI ES, OTHER
MANUFACTURERS, WHO MAY BE CALI FORNI A BASED, MNAY

W SCONSI N BASED, WOULD PI CK UP THE SLACK.

CHAI RMAN PENNI NGTON: | NOTI CED.  BUT |
DON' T THI NK THEY' LL PI CK UP THE SLACK OF THE PRC.
THEY' LL TAKE THEI R BUSI NESS, SURE. BUT | DON T
KNOW THAT THEY' LL BE TAKI NG ANY PRODUCT, ANY

PLASTI C OQUT OF OUR WASTESTREAM AND PUTTING I T

THEI R PRODUCT.

MS. VOS: W THOUT ANY EXEMPTI ON, YOU

WOULD ElI THER HAVE SOME -- LI KE THE PEOPLE THAT

PRESENTLY BUYI NG OVER .75 ML PRODUCT WTH THE
STRAP ON | T, THAT HAS NO RECYCLED IN IT, IF, FOR
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21 EXAMPLE -- ALL I'M SAYING IS THAT IT WLL BE

22 DI VERTED | NTO OTHER BUSI NESS. PEOPLE WOULD

El THER

23 HAVE TO SELL THAT SAME CUSTOMER OVER .75 W TH 30
24 PERCENT PCR IN IT, OR THEY WOULD HAVE TO

25 DONNGAUGE.  YOU HAVE SOURCE REDUCTI ON OR MORE USE
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OF PCR.

CHAI RVAN PENNI NGTON: | UNDERSTAND THAT,
BUT THE PO NT IS THAT I'F YOU START SELLING TO
| RONCLAD' S CUSTOMERS | N CALI FORNI A, THAT DOES NOT
NECESSARI LY MEAN THAT THE AMOUNT OF PCR I N
CALI FORNI A W LL BE GROW NG BECAUSE YOUR PLANT | S
NOT HERE I'N CALI FORNI A, YOUR PLANT' S | N TEXAS OR
SOVEPLACE, RI GHT?

M5. VOS: RIGHT. BUT THE PRODUCT | TSELF,
THE PCR, COULD BE TAKEN FROM CALI FORNI A,
MANUFACTURED BY OUR COVPANY | N TEXAS I NTO A
PRODUCT THAT' S RESOLD BACK I N CALI FORNI A.  OKAY.

CHAI RMAN PENNI NGTON: MR,  PEARLMAN OR
Pl CKELMAN, COULD I ASK YOU THE SAME QUESTI ON.
WHERE | S YOUR PLANT?

MR. PI CKELMAN: I N LI VERMORE, CALI FORNI A.

CHAI RMAN PENNI NGTON: LI VERMORE. SO YQU
WOULD -- ITF YOU PI CKED UP THEI R SALES, YOU WOULD
| NCREASE OUR PRC -- PCR?

MR. PI CKELMAN:  WE DON' T MAKE A STRAP
SEAL BAG OBVI OQUSLY, SO WE' RE SUBJECT TO THE
CURRENT LAWS FOR PCR USAGE, ETC

CHAI RMAN PENNI NGTON: SO OKAY.  OKAY.

THANK YOU.
BOARD MEMBER RELI'S: ONE PO NT OF FURTHER
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CONSI DERATI ON.  ON THE MOTI ON | HAVE RELATED TO
THE MOTI ON A QUESTI ON OF | RONCLAD. NOW WOULD YOU
EXPECT TO BE COM NG BACK | F WE WERE TO EXTEND | T
UNDER THESE TERMS, OR WOULD THAT BE IT IN TERMS OF
THE VARI ANCE BECAUSE |' D LI KE TO SEE THAT BE | T?

MR SMTH: |'D OBVIOUSLY BE REAL
| NFLUENCED BY THAT. |'D LIKE TO AVO D MAKI NG ANY,
QUOTE, | RONCLAD COWM TMENTS AS TO WHAT | M GHT DO
AT THE END OF 1998. BUT | CERTAINLY AM A PRETTY
GOOD TEA LEAF READER, AND | -- THI' S HAS BEEN A
GREAT EXPERI ENCE, AND |'M - -

BOARD MEMBER RELIS: 1'M SURE | T HAS.

MR SMTH: SO 1 WOULD LI KE TO AvVO D
MAKI NG A FI RM COW TMENT AS TO WHAT MY FUTURE --
WHETHER | WOULD COVE BACK TO SEEK A VARI ANCE
UNLESS CANDI DLY THAT WERE A CONDI TI ON OF THE

MOTI ON.

BOARD MEMBER RELI' S: |'LL MAKE THAT A
CONDI TI ON.

CHAI RMAN PENNI NGTON: | DON' T THI NK |
VOTE FOR I T.

MR SMTH: | T PUTS ME A LITTLE BIT AT

COVPETI Tl VE DI SADVANTAGE TO BE LOCKED | NTO THAT
SI TUATI ON.
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25 | UNDERSTAND VWHAT | S GO NG ON,
BUT |
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WOULD HATE BY MOTI ON TO BE FORECLOSED FROM
PRESENTI NG CHANGED Cl RCUMSTANCES OR DI FFERENT
SI TUATIONS IN THE MARKETPLACE. | M GHT COME TO
YOU FOR 1999 AND SHOW SOME DI FFERENT EVI DENCE,
DI FFERENT MARKETPLACE CONDI TI ONS, AND BE ASKI NG
FOR SOVETHI NG DI FFERENT THAN WHAT |' M ASKI NG FOR
NOW | HATE TO BE PRECLUDED | N THAT RESPECT.

MR, LIVINGSTON: |IT SEEMS TO ME, MR
RELI'S, YOU VE GOTI THE CONTROL OF WHAT HAPPENS
BEYOND THE END OF 1998. WHAT'S HAPPENED HERE
TODAY, | TH NK WE CAN PRQIECT THAT FORWARD | NTO
BEYOND 1998, AND WE CAN SEE THE HANDWRI TI NG ON THE
WALL. BUT | THINK I TS REAL UNFAIR TO ASK THEM TO
PREDI CT WHAT THE TECHNOLOG CAL DEVELOPMENT, WHAT
THE MARKET DEVELOPMENT |'S GO NG TO BE | N THE NEXT
YEAR AND A HALF.

BOARD MEMBER RELIS: | SUPPOSE | COULD BE
SATI SFI ED AS LONG AS WE HAVE A GOOD MEASUREMENT
SYSTEM THAT 1 S | NDI CATI NG THAT WHAT |' M I MPLYI NG
IN THE MOTI ON IS | NDEED HAPPENI NG. THAT'S A
REPORTI NG SYSTEM TO BE WORKED OUT, BUT | WOULD SEE
SOVETHI NG LI KE A QUARTERLY REPORTI NG OF YOUR
PROGRESS ON THI S TONNAGE SI DE.

MR, LI VINGSTON: ALL RIGHT. COULD WE
JUST MAKE SURE WE UNDERSTAND WHAT THE CONDI Tl ON
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OF -- THE VARI ANCE WOULD BE FROM JANUARY 1, 1997,
THROUGH THE END OF DECEMBER 1998, SUBJECT TO THE
CONDI TI ON THAT VWE WOULD USE I N OUR NONSTRAP TRASH
BAGS SOLD I'N 1998 THE SAME TONNAGE OF POSTCONSUMER
RECYCLED CONTENT THAT WE REPORTED - -

BOARD MEMBER RELI'S: I N 1995.

MR. LI'VI NGSTON: -- | N 1995.

BOARD MEMBER RELI'S: M N MUM OF THAT,
YES. M N MUM WOULD BE DETERM NED.

MS. TRGOVCI CH: IS THAT NONSTRAP
REGULATED BAGS OR JUST NONSTRAP BAGS?

MR, LI'VINGSTON: | T WOULD JUST BE -- ANY
BAGS. WE COULD PUT | T WHEREVER WE WANTED.

MR SM TH: | S THAT CORRECT?

BOARD MEMBER RELI S:  THAT' S CORRECT.

MR. CHANDLER: | GUESS | NEED TO ASK THE
QUESTI ON. WHAT IS THE MAKER OF THE MOTI ON' S
| NTENT | F AFTER THE FI RST QUARTER THE TONNAGES
ARE, IN FACT, A BIT OFF THE MARK? ARE WE GO NG TO
CONTI NUE TO SEE THE NEXT QUARTERLY REPORT COME I N,
OR IS THERE A PRESUMPTI ON THAT | F THEY FAIL TO
MEET SOVE TONNAGE LEVEL, THAT I NHERENT IN THI S
MOTION | S SOVE ACTION? | GUESS | JUST NEED - -

BOARD MEMBER RELI'S: YES. | WOULD NEED
AN ACTI ON RESPONSE, OTHERW SE TWO YEARS DOWN THE
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LINE WE DON' T HAVE COMPLI ANCE AND THERE WE ARE.
MR. SM TH: ONE PROBLEM W TH THE
QUARTERLY SYSTEM THOUGH, | S THAT THE DI FFERENT
PRODUCTS SELL AT DI FFERENT TI MES OF THE YEAR. AND
| HAVE TO FI GURE OUT A WAY TO MAKE SURE | AM ABLE
TO USE THE AMOUNT OF PCR I N 1998. AND I CAN T, AS
| SIT HERE TODAY, KNOW THAT | T'S GO NG TO BE
| NTERSPERSED EQUALLY BY QUARTER. | T MAY BE
HEAVI ER I N THE FI RST QUARTER THAN I N THE THI RD
QUARTER. | T M GHT BE HEAVI ER - -
BOARD MEMBER RELI'S: | UNDERSTAND THAT.
| DON' T KNOW HOW TO ANSVER THE DETAI LS OF THAT
CONCERN. | MEAN I'M TRYI NG TO FIND A WAY TO
SUPPORT YOUR DESI RE TO STAY I N BUSI NESS AND TO

A PLAYER I N CALI FORNIA.  THAT'S THE CLOSEST |

COME.
IS THERE A SUGGESTI ON FROM STAFF

HOW WE COULD - -
MR. CHANDLER: CAREN AND | WERE JUST
TALKI NG ABOUT WHAT IS THE EXPECTATI ON OF STAFF

AFTER THE FI RST QUARTERLY REPORT COMES I N, THE
TONNAGES ARE, LET'S SAY, SLIGHTLY BELOW THE
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23 28- PERCENT TONNAGE FI GURE THAT' S BEI NG USED AS A
24 BASE MARKET FOR ' 95?7 AND | GUESS CAREN S
RESPONSE

25 WAS WE WOULD, | GUESS, BRING TH S WHOLE | SSUE
BACK
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TO THE BOARD AND REPORT THAT THE FI RST QUARTERLY
REPORT | S SHOW NG A SLI GHT SHORTFALL I N THE
TONNAGES THAT YOU RE ATTEMPTI NG TO HAVE THEM NOT
BACKSLI DE FROM | F | UNDERSTAND YOUR MOTI ON.

CHAI RMAN PENNI NGTON: SO WE BLOW OUR
POLI CE WHI STLE.

MR. CHANDLER: WELL, | THI NK STAFF NEED
CLARI TY AS TO WHAT YOU WOULD EXPECT OF US. SO |
MEAN | CAN SEE SOVE REPORT COVE OUT IN THE M DDLE
OF '98, AND YOU RE ALL OF A DI FFERENT OPI NI ON OF
WHAT THAT REPORT | S SUPPOSED TO TRI GGER, | F YQU
W LL. JUST MORE REPORTI NG THE NEXT QUARTER, OR
THAT THI'S THI NG HAS TURNED | NTO A PUMPKI N AND
THEY' VE LOST THE VARI ANCE FOREVER. YOU KNOW |
MEAN | THI NK WE NEED TO TALK ABOUT WHAT | S YOUR
EXPECTATI ON BASED ON THESE QUARTERLY REPORTS.

OBVI QUSLY, | F THEY' RE WELL ABOVE, V\E

ARE PLEASED; BUT | F THEY BACKSLI DE, DO WE JUST
REPORT THAT AND THEY ARE ASKED TO DOUBLE THEI R
EFFORTS TO NEXT QUARTER. OR | S THERE A
PRESUMPTI ON BY THE BOARD THAT THElI R BACKSLI DI NG
FOR THE FI RST QUARTER RESULTS | N SOVE ACTI ON?
THAT' S ALL |' M ASKI NG.

MR, HART: MY | NTERPRETATI ON OF THE
MOTI ON WOULD BE THAT IF THEY DIDN' T ATTAIN THE 28
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PERCENT QUARTERLY, THEN THAT WOULD BE THE END OF
THE MOTI ON.

BOARD MEMBER JONES: | T'S NOT 28 PERCENT.
| TS THE TONNAGE.

MR. LI'VI NGSTON: THAT IS TOTALLY
UNWORKABLE. | MEAN YOU CAN' T TELL A COWPANY THAT
YOU ARE GO NG TO HAVE A VARI ANCE TODAY AND NOT
TOMORROW

MR. HART: AND ALSO, THEN, WE HAVE - -

MR. SM TH:  WE HAVE NO PROBLEM COWMM TTI NG
TO THAT USAGE OF PCR I N 1998, AND WE W LL CERTIFY.
AND WE DO HAVE A PROBLEM

BOARD MEMBER RELI' S: MAYBE WHAT WE NEED
TO DO | S JUST REPORT ON '98 USAGE, AND AT THAT
PO NT WE MAKE A DECI SI ON.

MR SM TH: AND IF WE' RE NOT I N
COWPLI ANCE, YOU HAVE ALL YOUR REMEDI ES. BELI EVE
ME, WE WLL BE IN COVMPLI ANCE. | MEAN WE HAVE TO.
WE' VE BEEN | N COWPLI ANCE EVERY YEAR. WE' LL FIND A
VWAY.

MS. TRGOVCICH: MR RELIS, JUST SO STAFF
UNDERSTAND WHAT WE' RE GO NG TO BE REPORTI NG ON,
WHAT THE COMPARI SON IS GO NG TO BE TO, AND |'M

JUST SEEKI NG CLARI FI CATION, |'S YOU RE FOCUSI NG ON
THE PCR LEVEL THAT WAS REPORTED FOR REGULATED BAGS
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FOR CALENDAR YEAR 1995, AND YOU ARE SAYI NG -- WHAT
WE' RE REPORTI NG ON OR COMPARI NG TO | S WHETHER THAT
TONNAGE LEVEL WAS USED ACROSS ALL REGULATED AND
NONREGULATED BAGS FOR CALENDAR YEAR ' 98.

MR. SM TH: YES. THAT'S MY
UNDERSTANDI NG. IS THAT CORRECT? DO | UNDERSTAND
THAT CORRECTLY?

BOARD MEMBER RELI'S:  YES.

MR. HART: YOU REALIZE, MR. CHAI RVAN AND
BOARD MEMBERS, THAT THAT IS DI FFERENT THAN THE
1995 RULES, THAT IN 1995 THEY WERE NOT ALLOWED TO
COUNT PCR THAT WAS USED | N NONREGULATED BAGS.
THOSE WERE NOT THE RULES FOR THE 1995
CERTI FI CATI ON.

BOARD MEMBER RELI'S:  WELL, | GUESS |'M
JUST GO NG TO HAVE TO ASSUME THAT, YES.

MR. HART: ANOTHER QUESTI ON OF
CLARI FI CATI ON.

BOARD MEMBER RELI'S: MY I NTEREST |S THE
USE.

MR, HART: OKAY. THE PENDI NG BI LL 698,
VWH CH WE MAY BE DEALI NG W TH ALSO, HOW WOULD YQU
LIKE US TO DEAL WTH THE -- |F THAT PASSES, THEN

WOULD THEY STILL BE ALLOWED TO USE THE PCR AMONG
ALL NONREGULATED BAGS, OR WOULD WE THEN
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ACCOMMODATE THE 698 RULE?
CHAI RMAN PENNI NGTON: | THI NK THAT' S
CROSSI NG A BRI DGE BEFORE WE GET THERE. LET'S

GET

4 THE LEG SLATI ON AND THEN WE' LL WORRY ABOUT | T.
5 MS. TRGOVCICH: | T COULD CHANGE

6 SI GNI FI CANTLY.

7 CHAI RMAN PENNI NGTON: Rl GHT.

8 BOARD MEMBER RELI'S: SO - -

9 CHAI RMAN PENNI NGTON:  YOU HAVE A

MOT| ON?

10 BOARD MEMBER RELI'S: WE NEED TO RESTATE
11 THE MOTION OR IS | T UNDERSTOOD?

12 CHAI RMAN PENNI NGTON:  NO, WE NEED TO
13 RESTATE I T.

14 BOARD MEMBER RELI'S: OKAY. THE BOARD
15 WOULD HEREBY | SSUE A VARI ANCE TO | RONCLAD

16 CONDI TI ONAL UPON | RONCLAD' S CERTI FYI NG THAT I'T
HAS

17 MAI NTAI NED OR | NCREASED THE TONS OF RECYCLED
RESI N

18 USED I N | TS NONSTRAP REGULATED BAGS USI NG THE
1995

19 LEVEL AS THE BENCHMARK, AND THAT A REPORT WOULD
20 COVE BEFORE THI S BOARD REPORTI NG THE 1998

TONNAGE,
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21 AND AT THAT PO NT THI S BOARD HAS I TS
DI SCRETI ONARY

22 ACTI ON THAT COULD AFFECT THE VARI ANCE.

23 CHAI RVAN PENNI NGTON:  |' LL SECOND THAT.
24 BOARD MEMBER JONES: MAY | ASK THE
MAKER

25 OF THE MOTI ON ONE QUESTI ON?
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1 MR. LI VINGSTON: MR CHAI RMAN, DI D WHAT
2 MR. RELI S READ SAY REGULATED OR JUST SAY ALL
3 NONSTRAP TRASH BAGS? | THI NK WHAT YOU READ | S
4 DI FFERENT THAN WHAT WE' VE BEEN TALKI NG ABOUT.
5 MS. TRGOVCI CH:  WHAT YOU READ WOULD
HAVE

6 TI ED THE PCR CONTENT LEVEL REPORTED FOR 1995
TO

7 ONLY THE REGULATED BAGS FOR "98, AND IT'S MY
8 UNDERSTANDI NG YOU WERE LOOKI NG TO SPREAD | T

9 ACRGCSS.

10 BOARD MEMBER RELI'S: | NEED TO ADJUST
11 THAT.

12 MR SMTH: SO IT WOULD BE USAGE I N
ALL

13 NONSTRAP BAGS BOTH REGULATED AND NONREGULATED,;
IS

14 THAT CORRECT?

15 BOARD MEMBER RELI S:  THAT' S CORRECT.
16 MR. RELIS: YES.

17 MR. SM TH: AND WE WOULD HAVE TO
CERTI FY

18 THAT USAGE FOR 1998, AND WE WOULD HAVE A

VARI ANCE

19 FOR OUR STRAP BAGS FROM JANUARY 1, 1997,

THROUGH
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20 DECEMBER 31, 1998.

21 BOARD MEMBER RELI' S:  CORRECT.

22 MS. TRGOVCI CH:  BUT THEY WOULD STI LL
BE

23 SUBJECT TO THE REPORTI NG REQUI REMENTS UNDER
LAW

24 FOR THE NONVARI ANCE REGULATED BAGS FOR
CALENDAR

25 YEAR ' 97.
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1 BOARD MEMBER RELI S:  THAT' S ASSUMED.

2 MR. SM TH: YES, WE UNDERSTAND THAT.

3 MR, HART: | F | MAY, ANOTHER PO NT OF

4 CLARI FI CATION. WE' RE ALLOW NG THE USE OF PCR I N
5 THE USE OF ALL NONSTRAP BAGS. ARE WE LI M TI NG

6 THAT TO THOSE NONSTRAP BAGS SOLD IN CALI FORNI A OR
7 SOLD NATI ONW DE?

8 BOARD MEMBER RELI'S:  CONSI STENT W TH THE
9 WAY THE LAW - -
10 MS. TRGOVCI CH: SOLD I N CALI FORNI A.
11 MR. LI'VI NGSTON: ANYWHERE. USED.
12 MR SMTH: | TS A USE REQU REMENT.
13 MR, LIVINGSTON: I T'S A USE

REQUI REMENT.
14 CHAI RMAN PENNI NGTON: I T'S A USE
15 REQUI REMENT.
16 BOARD MEMBER RELI'S: I T'S THE TONNAGE
USE
17 THAT WE' RE | NTERESTED | N.
18 MR. SM TH: DOESN T MATTER WHERE THE
BAGS
19 ARE SOLD. I T'S A USE REQUI REMENT.
20 BOARD MEMBER RELI'S:  LET ME JUST -- WE
21 WANT TO | NCREASE THE POSTCONSUMER USE I N
22 CALI FORNI A.

23

CHAI RMAN PENNI NGTON: THEY' RE
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24 MANUFACTURED HERE. YOU RE | NCREASI NG THE NUMBER
25 OF THE PCR. AS LONG AS THEY' RE PRODUCED HERE,
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1 THEY' RE GO NG TO BE USI NG HERE. WHERE THEY SELL
2 THEM | S | MVATERI AL.
3 BOARD MEMBER FRAZEE: I T'S THE RESIN
4 YOU RE | NTERESTED I N, NOT THE BAGS.
5 BOARD MEMBER RELI'S: |'M GO NG TO NEED
6 TO -- I"M SORRY. THI S IS A COVWPLI CATED MATTER.
7 "M GO NG TO NEED TO TAKE A M NUTE AND JUST
8 CLARI FY MY THOUGHTS ON THIS. | F YOU DON' T ACCEPT
9 I'T, THAT'S ONE THING. | MEAN |I'M JUST GO NG TO
10 NEED TO GET THI' S RI GHT.
11 (PAUSE | N PROCEEDI NGS)
12 BOARD MEMBER RELI' S:  AFTER CONFERRI NG
13 W TH STAFF AND GETTI NG THEI R ASSI STANCE | N TRYI NG
14 TO MAKE -- CRAFT WHAT |'M TRYI NG TO CONTAIN I N
15 THI'S MOTI ON OR ACHI EVE BY THI S MOTION, |'M
RAI SI NG
16 THE | SSUE, AND |I'LL THROW THI S OUT FOR
DI SCUSSI ON,
17 MY | NTENT - -
18 CHAI RMAN PENNI NGTON:  MR. RELI' S, FI RST,
19 ARE YOU GO NG TO OFFER ANOTHER MOTI ON OR ARE YQU
20 CHANGI NG THE MOTI ON?
21 MR. CHANDLER: | THI NK HE'S CLARI FYI NG
22 H' S MOTI ON.
23 CHAI RMAN PENNI NGTON:  CLARI FYI NG OKAY.

24

THAT' S FI NE.
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MOTI ON TO APPLY TO CALI FORNI A ONLY SALES OF
REGULATED BAGS. THE REASON BEI NG THAT THAT' S THE
ONLY WAY | CAN -- | UNDERSTAND THAT THAT TONNAGE
FI GURE CAN BE QUANTI FI ED, AND YOU DON' T - -

MR, LIVINGSTON: | T'S NOT TRUE AT ALL.

BOARD MEMBER RELI'S:  WELL, TELL ME
THEN - -

MR. LI'VINGSTON: | DON T KNOW VWHY THEY
THI NK THAT.

BOARD MEMBER RELI' S: LET'S HAVE A
DI SCUSSI ON ON THAT.

MR. LI'VI NGSTON: WE CAN REPORT PCR
PURCHASES WE GET, AND WE CAN REPORT THE USAGE THAT
WE PUT | N OQUR TRASH BAGS REGARDLESS OF WHERE THOSE
TRASH BAGS END UP.

CHAI RMAN PENNI NGTON: | F YOU DO
CALI FORNI A ONLY, THEN YOU DO A SYSTEM LI KE THE
AUTOMOBI LE MANUFACTURERS HAVE WHERE THEY BUI LD A
49- STATE AUTOMOBI LE I N A CALI FORNI A CAR. YOU ARE
ASKI NG THEM TO BUI LD A 49- STATE BAG IN A
CALI FORNI A BAG.

MR- SMTH: AND I DON' T KNOW FOR SURE
THAT | WLL HAVE ENOUGH SALES I N CALI FORNIA TO

MEET THAT. | WANT TO MEET YOUR REQUI REMENT. WHAT
VE TALKED ABOUT WAS A USAGE REQUI REMENT, AND I
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COULD DO THAT, BUT | CAN'T -- | DON T THINK IT'S
FAI R THAT THAT --

BOARD MEMBER RELI' S:  BUT WE DON' T HAVE
THE | NFORMATI ON, AS | UNDERSTAND I T, TO BE ABLE TO
TRACK THAT.

MR, LI'VINGSTON: WE WLL PROVIDE IT TO
YQU.

MR. SM TH: YOU HAVE OUR ' 95 TONNAGE AND
THE REQUI REMENT | S USE THAT TONNAGE I N 1998, AND
WE WLL G VE YOU THAT | NFORMATI ON.

MS. TRGOVCI CH: | THI NK, MAYBE JUST TO
CLARI FY, THE DI SCUSSI ON -- THE QUESTI ONS THAT MR
RELI' S WERE ASKI NG OF STAFF WAS HE | NDI CATED THAT
I T WAS H S GOAL NOT TO SEE USAGE DROP BELOW THE
1995 FI GURES. THE 1995 FI GURE THAT WAS REPORTED
WAS FOR CALI FORNI A SALES ONLY. SO THE STAFF
DI SCUSSI ON W TH MR, RELI'S WAS SI MPLY TO CLARI FY
THAT THE ' 95 -- 1995 USAGE FI GURE WAS A CALI FORNI A
USAGE FI GURE, AND MR. RELIS THEN TOOK THAT
| NFORMATI ON.

BOARD MEMBER GOTCH: QUESTION: IS THAT
THE WAY THAT WE HAVE TO REPORT IT? IS THAT THE
WAY THE LAW READS?

MS. TRGOVCI CH:  JERRY.
MR. HART: YES, THAT IS THE WAY THE LAW
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READS CURRENTLY.

MR. LI VINGSTON: BUT LET'S KEEP THI NGS
STRAI GHT HERE. WE' RE TALKI NG ABQUT THE STATUTORY
LAW RI GHT NOW  WHAT YOU ARE TALKI NG ABOUT 1S
GRANTI NG A VARI ANCE AND REQUI RI NG US TO DO
SOVETHI NG | N ADDI TION TO I'T. AND THAT HAS
NOTHI NG -- THE STATUTE | MPOSES NO LI M TATI ON ON
WHAT YOU WOULD HAVE US TO DO TO GRANT THE
VARI ANCE.

MR. SM TH:  THE DI SCUSSI ON WHI CH | WANT
TO COM T TO DO NG THAT WHICH I S POSSI BLE, AND |
WANT TO ACHI EVE YOUR GOALS AND THE BOARD S GOALS.
THE DI SCUSSI ONS WERE TO USE THE AMOUNT OF PCR THAT
| USED AND REPORTED ON MY CERTI FI CATI ON FORM FOR
1995. AND | CAN DO THAT, BUT | CAN T BE LIM TED
ONLY TO CALI FORNI A BECAUSE | T | GNORES THE FACT
THAT | HAVE BEEN SUCCESSFUL | N SELLI NG STRAP BAGS
I N CALI FORNI A TO CUSTOVERS WHO PREVI OQUSLY BOUGHT
NONSTRAP BAGS. SO | DON T HAVE ENOUGH ONLY
CALI FORNI A BUSI NESS TO USE THAT SAME LEVEL, BUT |
CAN USE THAT SAME LEVEL OF PCR IN My 1998
MANUFACTURI NG, BUT IT WLL BE A GREAT DI FFI CULTY
FOR ME TOLIMT IT TO ONLY CALI FORNI A.

MR, LIVINGSTON: | F YOUR GOAL | S FOR US
TO USE A CERTAI N TONNAGE OF POSTCONSUMER RECYCLED
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MATERI AL, WE WLL COWM T TO THAT. WE WLL USE THE
SAME TONNAGE THAT WE USED | N 1995.

BOARD MEMBER GOTCH: QUESTI ON, MR CHAI R
"D LIKE TO ASK STAFF IS ' 95 A REPORT CALI FORNI A
ONLY?

MS. TRGOVCI CH:  CALI FORNI A SALES,
CORRECT.

BOARD MEMBER FRAZEE: MR, CHAI RMAN,
THAT' S NOT' WHAT THEY' RE SAYI NG THE QUESTI ON HERE
' S RESI N USAGE, AND THAT'S WHAT WE SHOULD BE
CONCERNED ABOUT. WE DON' T CARE ABOUT WHERE THE
BAGS GO OR WHAT'S IN THEM I T'S RESI N USAGE.
THAT' S THE KEY TO WHAT WE' RE TALKI NG ABQUT. SO
THEY DO HAVE FI GURES -- EXCLUSI VE OF THE
CALI FORNI A BAG SALES, THEY HAVE FI GURES OF THE
AMOUNT OF RESIN THEY USED. AND THAT'S WHAT' S
| MPORTANT IS THE RESI N, NOT --

BOARD MEMBER RELI'S: 1" M BEG NNI NG TO
FEEL THAT MAYBE | HAVEN T BEEN ABLE TO CRAFT
SOVETHI NG THAT MEETS W TH MY - -

CHAI RMAN PENNI NGTON: | F YOU ARE GO NG TO
RESTRICT I'T TO CALI FORNI A - -

BOARD MEMBER RELIS: | THINK THI S | S NOT
WORKING. SO I'"LL -- | THINK I"LL JUST W THDRAW MY
MOTI ON. | JUST DON' T KNOW WHAT TO DO. |F IT WAS
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THE PLEASURE OF THE BOARD AND WE WANTED TO WORK ON
SOVETHI NG LI KE THAT AND COULD WE EXTEND THI' S TI LL
NEXT MONTH AND G VE MYSELF TI ME AND OTHER MEMBERS,
| F THEY' RE | NTERESTED, OTHERW SE, | JUST CAN T
CRAFT VWHAT |' M TRYI NG TO ACCOWVPLI SH HERE TODAY.
CHAI RVAN PENNI NGTON:  LET' S ANSVEER THE
QUESTI ON FI RST AS TO WHETHER WE CAN EXTEND THI S
HEARI NG OR NOT.
MS. BORZELLERI: IT'S BEEN THE LEGAL
OFFI CE | NTERPRETATI ON THAT OTHER HEARI NGS OR OTHER
PROCEEDI NGS BEFORE THE BOARD THAT ALLOW
ADDI TI ONAL -- OTHER APPEALS OR OTHER TYPES OF
QUASI ADJUDI CATORY PROCEEDI NGS LI KE THI S HAVE
STATUTORY AUTHORI TY TO EXTEND AND G VE THE BOARD
ADDI TI ONAL DAYS TO CONTEMPLATE, AND HERE WE' RE
NOT, I N OUR | NTERPRETATI ON OF THI S STATUTE,
READI NG THAT THE BOARD HAS ADDI TI ONAL TI ME TO MAKE
THE CONSI DERATI ON, BUT, AGAIN, THAT IS ADVI CE OF
COUNSEL.
MR. LI'VI NGSTON: OUR SI TUATION | S THAT
POSTPONI NG I T MAY BE THE SAME AS DENYING | T, AND
WE WOULD URGE YOU TO TRY TO RESOLVE | T HERE TODAY.
MR. SM TH:  WE WANT TO COVE UP W TH SOME

KIND OF RESCLUTI ON. | THOUGHT WE WERE MAKI NG SOVE
GOOD PROGRESS. AND WE DESPERATELY NEED THAT.
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THIS IS A QUESTI ON OF OUR SURVI VAL. | F VWE WALK
OUT OF HERE W TH NOTHI NG, WE ARE FI NI SHED. AND |
THOUGHT WE WERE MAKI NG SOVE GOOD PROGRESS I N
COM NG UP W TH SOVETHI NG THAT WOULD BE DI FFI CULT
FOR US, BUT WE COULD ACH EVE AND LI VE WTH.  AND |
WOULD CERTAI NLY APPRECI ATE US TRYI NG TO CONTI NUE
TO DO THAT. | KNOWIT' S DI FFI CULT; IT'S A COVPLEX
| SSUE, BUT | THOUGHT WE WERE PRETTY CLOSE. AND
WHAT YOU RE OUTLI NI NG WOULD BE DI FFI CULT FOR US,
BUT WE COULD DO IT.

MR. CHANDLER: MR. CHAI RVAN, MAYBE WV\E
NEED TO FOCUS BACK ON THE NATI ONAL SALES FI GURE
WHERE WE WERE PRI OR TO BREAKI NG FOR MORE
DI SCUSSI ON ON WHETHER OR NOT -- OR THE NATI ONAL
USAGE FI GURES, NOT SALES. | THI NK THAT'S WHERE

WERE EARLI ER, THAT | THOUGHT WE WERE MOVI NG I N A
DI RECTI ON THAT | T MADE SENSE.

MR SMTH: | DON T HAVE THE FI GURES I N
FRONT OF ME, BUT | WOULD GUESS THAT THERE WAS

LI TTLE PCR USAGE I'N 1995 QUTSI DE OF CALI FORNI A
BECAUSE I T IS ONLY CALI FORNI A THAT HAS THI S

REQUI REMENT. SO WHAT WE REPORTED I'N 1995 ON OUR
CERTI FI CATI ON FORM AS OUR PCR USAGE, | DON T KNOW
TH' S FOR A FACT BECAUSE | DON T HAVE THOSE
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25 I N FRONT OF ME, BUT | ASSUVME REPRESENTED ALMOST
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ALL OF OUR PCR USAGE.
AND | THOUGHT WHAT WE WERE TALKI NG

ABOUT WAS REQUI RI NG THAT AMOUNT OF USAGE | N 1998.
AND WE CAN -- THAT WLL BE DI FFI CULT, BUT WE CAN
LI VE WTH THAT. THAT WLL G VE US A MORE ONEROUS
REQUI REMENT THAN I F 698 PASSES OF ANY OTHER
MANUFACTURER, BUT WE CAN LI VE W TH THAT BECAUSE
THAT' S THE ONLY WAY FOR US TO STAY | N BUSI NESS.

BOARD MEMBER RELI'S: DID YOU USE PCR | N
NONREGULATED TRASH BAGS?

MR SM TH: I N '957?

BOARD MEMBER RELI S:  YEAH.

MR SMTH: | DON T BELIEVE IN A
SI GNI FI CANT AMOUNT. | DON T HAVE THOSE FI GURES
BUT - -

BOARD MEMBER RELI'S: BUT YOU WOULD ASSERT
HERE THAT YOU DON' T THI NK YOU - -

MR. SM TH: | WOULD ASSERT TO YOU THAT
THE | NSTRUCTI ONS TO THE FACTORY AND THE PRODUCTI ON
PEOPLE WERE TO USE PCR | N REGULATED PRODUCT
BECAUSE WE DIDN' T GET ANY CREDIT FOR USING IT I N
NONREGULATED PRODUCT. SO I THI NK THE ANSVER | S
YES, MR RELIS, TO THE BEST OF MY KNOW.EDGE.

BOARD MEMBER RELI'S: LET ME UNDERSTAND.
THEN WVE WOULD HAVE A BASELI NE?
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MR. SM TH: YES. YOUR '95 CERTI FI CATI ON
FORM WOULD Gl VE YOU A BASELI NE.

BOARD MEMBER RELI' S: | APPRECI ATE YOUR
COMMENT, BUT | WANT TO HEAR THI' S FROM STAFF.

MS. TRGOVCICH: | T WOULD BE MY ASSUMPTI ON
THAT | F THERE WAS VERY | NSI GNI FI CANT PCR USAGE I N
THE NONREGULATED BAGS | N 1995, THAT THEI R 1997
CERTI FI CATI ON OF USAGE WOULD BE A BASELI NE ACROSS
THEI R PRODUCT LI NES, REGULATED PLUS NONREGULATED.

MR. SM TH: THAT WOULD BE MY UNDER-
STANDI NG. BECAUSE WE DI DN' T GET ANY CREDI T FOR
USI NG PCR I N NONREGULATED PRODUCT, SO I WOULDN T
HAVE ANY REASON TO USE | T.

MR. CHANDLER: SO THE CONDI TI ON OF THE
VARI ANCE WOULD BE TO HAVE A REPORTI NG AT THE END
OF 1998 ON RESI N USAGE THAT HOLDS THE GOAL TO BE
THAT YOUR RESI N USAGE DCOES NOT FALL BACK I N
TONNAGE BELOW YOUR 1995 PCR USAGE. THAT'S WHERE
WE WERE BEFORE WE BROKE AND THEN WE GOT | NTO THI S
QUESTI ON OF SHOULD WE MAKE | T ONLY CALI FORNI A
RESI N USAGE AND CALI FORNI A SALES. AND | THI NK
WE' VE GOTTEN OFF TRACK A BIT.

BOARD MEMBER RELI'S: AS LONG AS -- | F WE

HAVE THI S BASELI NE CLEAR, | FEEL MORE COVFORTABLE
W TH THAT.
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CHAI RMAN PENNI NGTON: SO YOU WANT TO
RESTATE YOUR MOTI ON?

BOARD MEMBER RELIS: |'M AFRAID TO.
BOARD WOULD | SSUE A VARI ANCE TO | RONCLAD
CONDI TI ONAL UPON | RONCLAD CERTI FYI NG THAT I T"S
APPROXI MATELY MAI NTAI NED OR | NCREASED THE TONS OF
RECYCLED RESIN USED IN I TS NONSTRAP -- |'M
SORRY -- | N THE NONSTRAP BAGS W TH THE REPORTI NG
I N 1998 OF RESI N USAGE | N TONNAGE.

MR. SM TH: YES, THAT'S OUR UNDER-
STANDI NG.

CHAI RMAN PENNI NGTON: | W LL SECOND THAT.

BOARD MEMBER RELI'S: AND THE REFERENCE 1S
1995 FOR THE TONNAGE.

MR. SM TH: YES. AND THE VARI ANCE | S
THROUGH DECEMBER 31, 1998.

BOARD MEMBER RELI' S:  CORRECT.

MR SM TH: | S THAT CORRECT?

CHAI RVAN PENNI NGTON:  CORRECT.

UNI DENTI FI ED SPEAKER:  POSTCONSUMER
RESI N.

BOARD MEMBER RELI'S: POSTCONSUMER RESI N,
YES, VERY | MPORTANT.

BOARD MEMBER GOTCH: MR, CHAI R, MAY | ASK
MR. RELIS I F YOU WOULD | NCLUDE | N THAT MOTI ON AN
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| NTERI M REPORT SO THAT WE KNOW HOW THEY' RE DO NG,
SAY, AT THE BEG NNI NG OF THE YEAR?

BOARD MEMBER RELIS: |'M FINE W TH THAT,
AN | NTERI M REPORT, YES. THAT'S A REPORT. IT'S
NOT A DECISION. | TH NK THAT' S WHAT YOUR CONCERN
IS. |F THAT'S --

BOARD MEMBER GOTCH: AN UPDATE ON HOW
THEY' RE DOl NG.

MR. SM TH: AN UPDATE HALFWAY THROUGH THE
YEAR?

BOARD MEMBER RELI'S:  THAT' S FI NE.

CHAI RMAN PENNI NGTON:  OKAY.

MR SMTH. SO I|'MCLEAR, IT S A VAR ANCE
THROUGH DECEMBER 31, 1998. WE HAVE TO USE | N 1998
THE SAME TONNAGE OF PCR THAT WE REPORTED THAT WE
USED I'N 1995 ON OUR CERTI FI CATION FORM  WE' LL
MAKE THE REPORT OF OUR ACTUAL USAGE AT THE END OF
1998, AND WE' LL MAKE AN UPDATE M DWAY THROUGH THE
YEAR OF WHERE WE ARE, SO THE BOARD HAS AN UPDATE.

BOARD MEMBER RELI' S:  THAT' S CORRECT.

MR. SM TH: OKAY. THANK YOU.

CHAI RMAN PENNI NGTON:  NO FURTHER
DI SCUSSI ON. W LL THE SECRETARY CALL THE ROLL.

BOARD SECRETARY: BOARD

MEMBER CHESBRO.

25

FRAZEE.
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BOARD MEMBER FRAZEE: AYE.

BOARD SECRETARY: GOTCH.

BOARD MEMBER GOTCH: NO.

BOARD SECRETARY: JONES.

BOARD MEMBER JONES: AYE.

BOARD SECRETARY: RELI S.

BOARD MEMBER RELI'S: AYE.

BOARD SECRETARY:  CHAI RMAN PENNI NGTON.
CHAI RMAN PENNI NGTON:  AYE.  MOTI ON

CARRI ES. THE VARI ANCE | S GRANTED UNDER THE

STI PULATI ONS.

AND THAT ENDS THI S BOARD MEETI NG. 12
(END OF PROCEEDI NGS AT 1:55 P.M)
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